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INTERNATIONAL AFFAIRS 


YUGOSLAV-GDR TRADE SURVEYED 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 17 Jul 81 p 5 
{Article by Mladen Baclic: "Exceeding the Plan Confirms the Opportunities") 


[Excerpts] For some 10 years now the German Democratic Republic has been a very 
important economic partner of Yugoslavia. Over that period it has held third 
place in Yugoslavia's visible trade with the socialist countries, and the coop- 
eration of the two partners is characterized by a steady rise of deliveries in 
both directions and by enrichment of the forms of economic relations. 


Aside from regular commodity trade, set forth in 5-year and annual commodity 
lists, the relations of the two countries are also expanding into the fields of 
long-term industrial specialization and cooperation in light industry (finishing 
and processing): in the cotton, knitwear, paper, wood and footwear industries. 
For several years now Yugoslavia and the GDR have been cooperating on the basis 
of long-term credit arrangements in the fields of nonferrous metallurgy (the 
aluminum and copper and zinc industries) and the cellulose industry. 


The Volume of Services Is /lso Sizable 


Yugoslav construction and installation crews have been involved in erecting 
structures in the GDR for quite a long time. They have participated in con- 
struction of a number of projects there, such as hotels, athletic centers, and 
industrial and other projects. In addition, Yugoslavia repairs ships for the 
CDR an’ performs transit and transport services in the shipment of freight. 


These rich forms of cooperation have heiped in achievirg a sizable volume of 
trade in the previous 5-year period. Between 1976 and 1980 Yugoslav exports 
amounted to $1.2 billion, along with imports of $1.5 billion, so that the value 
of total trade was $2.7 billion. In Yugoslav exports machines and equipment 
have a share of about 24 percent, raw materials and intermediate products 55 
percent, consumer goods more than 12.7 percent and products of agriculture and 
the food processing industry more than 8 percent. In imports from the GDR the 
share of machines and equ‘rment in the previous 5-year period was 37.5 percent, 
raw materials and supplies more than 49 percent, consumer goods 9.7 percent and 
products of agriculture and the food manufacturing industry about 3.8 percent. 














In addition, there was also a sizable exchange of services. The value of ser- 
vices rendered by the Yugoslav side was about $50 million during the last 5-year 
period and the annual average rendered by the GDR was between $16 and $17 mil- 
lion annually. Thanks to this trend of services, the plan for the previous 5- 
year period was exceeded by about 12 perceiut. 


A Joint Effort on Third Markets as Well 


The projection for trade with the GDR in the period from 1981 to 1985 is $5.46 
billion, which is about 80 percent more than in the previous medium-term period. 
Within that amount the value of exports should reach $2.82 billion, alongside 
imports ol! $2.64 billion. Exports of $536 million and imports of $504 million, 
making for a trade greater than $1 billion, are planned for 1981. 


In this 5-year period the backbone of trade will again be the types of goods im- 
portant in the past (products of metaliurgy, the chemical industry and equip- 
ment), but the desire has been expressed to expand the assortment of prceducts 
and the forms of cooperation. In this respect the judgment is that we can ex- 
pect development of long-term industrial cooperation in electronics and the 
electrical equ‘>oment industry, machine tool building, and equipment for the 
chemical industry, the motor industry and the raw anc processed foods industry. 
Negotiations are under way on joint manufacture of an excavator for open-pit 
mining. This arrangemert would represent an authencic case of industrial coop- 
eration between the two countries in which the principals would be the German 
firm Takraf and Gosa of Smederevska Palanka (representing the Jumel business 
community). Our share in the excavator ought to be between 36 and 40 percent; 
Rade Koncar of Zagreb will be involved in delivering electrical equipment for 
this excavator, 


In addition, there is mutue" interest in a joint effort on third markets. It is 
estimated that opportunities exist for a joint transaction worth $25 million in 
Iraq. 


Incidentally, trade between Yugoslavia and the GDR at the beginning of this year 
was not keeping pace with the plan. The result was $318 million of mutual de- 
liveries over the first 5 months, our exports amounting to $147 million and our 
imports amounting to $171 million. On the basis of current transactions and 
contracts concluded, the assessment in the Section for the GDR is that the vol- 
ume of mutual trade during this year could reach about $900 million, that is, 
$450 million in each direction. One of the reasons for the slower fulfillment 
of the plan ‘s evident in the fact that the negotiations with the GDR were com- 
pleted only in the middle of this year. Thus maximum efforts should be made in 
coming months toward maximum effectiveness in carrying out the trade plan in 
1981 so that the delay caused by the negotiations would be made up for as much 
as possibi-. 
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INTERNATIONAL AFFAIRS 


YUGOSLAV TRADE WITH CEMA COUNTRIES 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 18-20 Jul 81 p 4 
[Article by Mladen Baclic: "The Desire for Balanced Trade"] 


[Text] In recent years Yugoslavia has recorded a sizable increase in visible 
trade with the socialist countries. Though that trade is not yet satisfactorily 
based on long-term arrangements cn industrial specialization and cooperation, 
exports and imports are increasing at rather high rates. The coverage of in- 
purts by exports, especially this year, is also more favorable than in trade 
with the advanced and developing countries. 


Thus by the end of Jume this year exports to socialist countries had increased 
52 percent and imports 20 percent. The imbalance was reduced to $35 million, 
since exports “covered” 98.6 percent of imports, which is considerably more fa- 
vorable than the 77.7 percent during this period of last year. The regional 
committee for promotion of economic cooperation with the socialist countries and 
CEMA affairs judged these results at a recent meeting to be good, while at the 
same time it examined problems in carrying out the plans for mutual deliveries, 
which are not rare. The “Analysis of Foreign Trade With the Socialist Countries 
From 1976 to 1980 and Predictions for the Period 1981-1985" was the basis for 
discussion at that meeting. 


More Reliable Point of Support in Long-Term Transactions 


The analysis takes note of the problem of inadequate exports from Yugoslavia in 
recent years to balance imports from the socialist countries, which has been a 
constant problem in relations with the CEMA member countries with which the con- 
vertible method of payment has been adopted (Poland, Hungary, Romania and Bul- 
garia). Since 2 or 3 years ago insufficient exports have also been typical of 
trade with partners with which we have bilateral agreements (USSR, Czechoslo- 
vakia and GDR). 


Nevertheless, a substantial stability of economic flows has been ensured in 
trade with the socialist cowntries in past years. But satisfactory results have 
not yet been achieved in developing industrial cooperation and cpecialization, 
to which more effort should be devoted in the future. 














In the period from 1976 to 1980 a trade amounting to $28.8 billion was carried 
on with the USSR, Czechoslovakia, CDR, Poland, Hungary, Romania, Bulgaria and 
Mongolia. In that figure exports amounted to $13.1 billion and imports $15.7 
billion. The total volume of services with that region over the last 5 years 
was over $2.26 billion (exports were $1.7 billion, and imports $572 million), so 
that the volume of trade of goods and services exceeded $31 billion. 


The share of visible trade with the East European countries was 34.7 percent of 
Yugoslavia's total foreign trade last year. 


More Than $60 Billion by 1985 


Yugoslavia has planned a further growth of trade with the East European coun- 
tries over the period from 1981 to 1985. A visible trade of $56 billion has 
been envisaged, exports would be about $29 billion and imports $27.6 billion. 
Only trade with Poland is based on estimates, while commodity lists for this 5- 
year period have been signed with the other European countries of CEMA. 


Services worth $4 billion are also planned in this medium-term period; within 
that figure Yugoslavia would realize about $2.5 billion of income from invisi- 
bles, from construction, transportation and tourism, and the "share" of services 
with the $1.5 billion. Thus between 1981 and 1985 total trade of goods and ser- 
vices with the Soviet Union, Czechoslovakia, the GDR, Poland, Hungary, Romania, 
Bulgaria and Mongolia should exceed $60 billion. 


In the current 5-year period Yugoslavia has planned a growth of trade with the 
other socialist countries as well, such as Albania and China. A trade of $254 
million was carried on with Albania between 1976 and 1980, and a trade of $720 
million is planned for this medium-term period. Last year $160 million of m- 
tual deliveries were made with China, and the plan for this year calls for $300 
million of deliveries in both directions. A 5-year agreement has not been 
signed with that country, since China has not yet adopted a medium-term develop- 
ment plan. 


In spite of the ambitious goals and good results in augmenting trade and cover- 
ing imports with exports, the beginning of the first year of the new medium-term 
period was marked by a shortfall. Pians for this year put the value of Yugosla- 
via's mutual deliveries with the Soviet Union, Czechoslovakia, the GDR, Poland, 
Hungary, Romania, Bulgaria, Mongolia, China and Albania at over $11.44 billion, 
in which exports would be $5.8 billion and imports $5.64 billion. In the first 
5 months, however, trade amounted to about $2 billion in each direction. Only 
with the USSR ard Poland were exports larger than imports. 





Greater Influence of Manufacturers 


That is why at the recent meeting of the regional committee for promotion of 
economic cooperation with the socialist countries and CEMA affairs mention was 
made that a more detailed examinaticn must be made irto the reasons why the 
plans were not fulfilled and measures taken to carry out deliveries with the so- 
cialist countries to the maximum possible degree. It was said that the trade 


















plans with some of these countries were not realistic; that there are difficul- 
ties in carrying out long-term arrangements on the basis of which Yugoslavia de- 
livers certain important raw materials and intermediate products and obtains 
others. The judgment is--in spite of the caution that it appears that the ex- 
port plans will not be realized--that this year's balance of trade with the so- 
cialist countries will nevertheless be satisfactory. These assessments are 
based on the prospects that Yugoslavia will be involved in carrying out certain 
capital invescment programs in the Soviet Union, on the basis of which exports 
of goods and services to the USSR could be larger than imports this year. 










Perticular emphasis was put in the discussion on the need to find optimum meas- 
ures and procedures for carrying out long-term business arrangements. It was 
mentioned that in this respect the sections of the Economic Chamber, as the 
place where the economy reaches egreement, have a special role which must be 
considerably more pronounced in the coming period. 










In the meeting of the regional committee conclusions were adopted to the effect 
that in future the sections should aim their work programs at fulfillment of 
trade plans and devote more attention to solving the problems that are slowing 
down trade, exports above all. 








It was emphasized that conditions need to be provided so that positions are 
adopted and specific agreements reached on export and import policy solely 
within the sections of the Yugoslav Economic Chamber. 








It was also suggested that an analysis be made of present agreements on orga- 
nized joint effort on the markets of particular countries. It was pointed out 
that the delegate structure of the sections needs renewal so as to ensure that 
organizations manufacturing goods for export have a greater influence on the 
work of the sections. These measures are seen as the right way to encourage ex- 
ports and thereby take a step toward balancing exports with imports in trade 
with the socialist countries, which remains one of the key orientations in the 
coming period. 
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DATA, COMMENT ON INDUSTRIAL DEVELOPMENT FOR PERIOD JAN-MAY 1981 
Sofia LKONOMICHESKI ZHIVOT in Bulgarian 17 Jun 81 p 4 


[Text] In May the commodity production plan was overfulfilled by 1.6 percent, 
and for the period January-May by 3.2 percent. The 5-month plan for acquisition 
of financial resources from realized production is overfulfilled by 2.7 percent. 


The industrial production volume in January-May compared to the same period last 
year grew by 6.6 percent. 


The fulfillment of the production and realization plan for individual ministries 
is as follows: 


Fulfillment of Fulfillment of 
commodity production plan for realized 
plan in Jan-May 1981 production in 











Ministries Jan-May. 
Ministry of Power Supply 102.4 103.7 
Ministry of Chemical Industry 102.1 101.1 
Ministry of Machinebuilding 104.5 105.7 
Ministry of Electronics and Electrical 

Engineering 101.8 100.5 
Ministry of Light Industry 104.0 102.2 
National Agroindustrial Union 104.5 105.3 
Ministry of Construction and Construction 

Materials 101.7 98.0 
Ministry of Metallurgy and Mineral 

Resources 101.0 100.9 
Ministry of Transportation 102.4 101.6 
Ministry of Forests and Forest 

Indust ry 104.2 102.5 
Ministry of Internal Txade and 

Public Services 105.1 102.7 

















The production of some basic industrial commodities in the period January-May 1981 


is as follows: 


Electricity 


Coal 

Briquettes 

Steel blocks 

Rolled ferrous metals 

Cold rolled sheet iron 

Heat rolled sheet iron 

Steel pipes 

Electrical instruments 

Lathes 

Internal combustion engines 

Electrotelphers 

Cranes 

Phosphorus fertilizers 

Oil-based paint & 
varnishes 

Synthetic fibers and silks 

Cement 

Asbestos-cement pipes 

Bricks 

Tiles and lids 

Cellulose 

Paper 

Cardboard 

Household glassware 

Ceramic tiles 

Household porcelain 

Cotton textiles 

Silk textiles 

Knitted outer garments 

Sewing articles 

Shoes 

Meat 

Meat products 

Canned fruits 

White brined cheere 

Cheese 

Tobacco pruducts 


Committee For Unified System Of Social Information 


Commentary 


Measure Unit 





Million Kilo- 


watt hou 
thousand 
thousand 
thousand 
thousand 
thousand 
thousand 
thousand 
thousand 
pieces 

pieces 

pieces 

pieces 

thousand 


thousand 
thousand 
thousand 
thousand 
thousand 
thousand 
thousand 
thousand 
thousand 
thousand 


rs 
tons 
tons 
tons 
tons 
tons 
tons 
tons 


pieces 


tons 


tons 
tons 
tons 


meters 
pieces 
pieces 


tons 
tons 
tons 
leva 


million pieces 


million 


leva 


million meters 


million 


meters 


million pieces 


million 

thousand 
thousand 
thousand 
thousand 
thousand 
thousand 
thousand 


leva 
pairs 
tons 
tons 
tons 
tons 
tons 
tons 


Commodities 
produced in 
Jan-May 1981 


1980 


‘Jan-May 1981 in 
% to Jan- May 








14,145 
13,094 
618 
1,053 
1,340 
274 
565 
107 
137 
3,835 
8,002 
48,340 
956 
95 


21 
44 
2,187 
1,060 


512,051 


28,908 
75 


108.2 
102.7 
100.9 
103.5 
106.7 
102.7 
107.6 
105.9 
124.7 
102.0 
132.7 
103.3 
115.0 
122.6 


98.7 
109.8 
102.7 
103.9 
104.2 
101 .6 
107.8 
107.9 
101.5 
113.1 
105.2 
100.6 
100.9 
104.9 
102.1 
105.5 
103.3 

99.9 
106.8 
126.0 
102.4 
118.6 
108.3 


The general results of the industrial development in May, as well as in the 
period January-May, show considerable improvement in the rhythm of the prod: 





"20Nn 




















and the realization of the production. By the end of May, 40.8 percent of the 
scheduled production for the year had been turned out while at the same time last 
year onl; 38.9 was produced, The improvement in fulfillment of the realization 
pian is even greater. A total of 40.5 percent was achieved, while in the first 

5 months last year the fulfillment was 38.4 percent. 


The overall improvement of the work rhythm and the fulfillment of planned tasks 

in industry also find expression in the considerable decrease in funds not 
received from the realization, which shows an acceleration of settling the account 
between enterprises. By the end of May the industrial branches had not received 
49 million leva for production delivered to their clients, while last year this 
amount was almost 450 million leva. 


All these facts lead to the conclusion that this year as a whole the production 
capacities and the raw materials, as well as the work force, are being utilized 
in a better way. Indicative of this is the fact that the projected total gain 
for the 4 months is exceeded by 15 percent, and the profitability for 100 leva 
of industrial capital investments is 0.78 leva greater than the projection of 
the plan. 


Special attention should be paid to eliminating a number of internal weaknesses 
which led to a plan fulfillment failure for commodity production in 160 branches 
for the 5 months. Production is lagging in some important products: phocphorus 
fertilizers, polyvinyl chloride, wood-fiber boards, generators, cement, 
different types of building steel, and some others. Here too, the causes for 
the retardation are mainly of an internal nature. 
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BULGARIA 


SURVEY OF ECONOMIC AGREEMENTS, COOPERATION WITH MOZAMBIQUE 
Sofia IKONOMICHESKI ZHIVOT in Bulgarian 17 Jun 81 pp 9,10 


[Text] The history of Bulgarian-Mozambican economic relations is short, but they 
are fruitful and are getting richer. Their solid and intransient bases are the 
principles of Marxism-Leninism and the proletarian internationalism which were 
established in our relations as early as the period of the struggle of the 
Mozambican people for national liberation. 


“Our great goal is common, our road is mutual and we will go along it together," 
said Comrade Todor Zhivkov during his visit to the Mozambican People's Republic. 
"We were together in the fight against colonialism, in the fight against fascism 
and we are together in building socialism," declared the president cf the 
Mozambican People's Republic, Comrade Samora Machel during his latest visit to our 
country. 


The objects and the directions of the bilateral cooperation are already 

regulated by a number of intergovernmental agreements, concluded during che 
meetings between cumrades Todor Zhivkov and Samora Machel in 1978 and 1980. 

Among them, notable for their long-term nature and potential, are the treaty for 
friendship and cooperation, the agreement for economic assistance, the trade 
agreement, the agreement for cooperation in the field of agriculture and food 
industry, the agreement for cooperation in commercial shipping, the agreement for 
civil aviation, the agreement for cooperation in the field of fishing etc. 
Outstandingly concrete and practical are the program for planned coordination of 
the economic relations between the Bulgarian People's Republic and the Mozambican 
People's Republic for the period 1981-1985, signed during Samora Machel's visit 

in our country in September 1980, the working program for reestablishing and 
developing the production of some Mozambican enterprises, the protocol for the 
creation of a joint task force for coordination in the area of tropical and citrus 
fruits, the coordinated memorandum for formation of highly~-mechanized agricultural 
enterprises. In the same spirit is the program for long-term economic cooperation 
for the period to 1990, signed in Maputu on 24 October 1978. 


In their meeting in Sofia in September 1980, Comrades Todor Zhivkov and Samora 
Machel welcomed the increase in bilateral cooperation in a number of important 
and mutually beneficial fields of the economy. As they approved the protocol and 
accompanying documents signed in Maputu on 21] August 1980 they viewed them as a 

















basis for a new important step in the further practical and effective development 
of the bilateral economic relations. 


The gamut of the economic and scientific-technical cooperation between the two 
countries is very wide now. It includes study and design of joint projects in 
almost all major areas (agriculture, water resources, hydroelectric power, 
industry, fishing, transportation and telecommunication, mining and geological 
projects etc) execution of joint projects; Bulgarian supplies of equipment and 
materials for building of projects; also seeds, chemicals, fertilizers etc. for 
the agroindustrial complexes; Bulgarian assistance for the exploitation and 
maintenance of projects; for development and improvement of production lines; 
for organization and development of agroindustrial complexes; for education and 
trainine of Mozambican personnel in our country etc. Lately, the idea for the 
creation of joint societies between the economic organizations of the two countries 
is becoming very important. For this purpose, the ground conditions for these 
societies were agreed upon in August 1980. 


In the fields of agriculture, water resources and hydroelectric power the 
assistance is aimed at a speedy development of the Limpopo Valley and the Angonia 
Plateau, the building of the Moaba Mazhor Dam on the Inkomati River and the 
building of a 16,000-hectare irrigational system in the area of this dam, the 
designing of the Moamba Mazhor Hydroelectric Plant and the high-voltage power 
lines in the area, exploration of possibilities for vegetable growing, 

project planning, technical management and organization of work in building the 
industrial enterprises for vegetable and oil processing and others. 


In the industry, the cooperation includes supply and installation of complete 
orojects, cooperation in the production of hoisting and hauling technology, 
electromotors, water pumps, machinebuilding and other industrial production, 
project planning, supply of equipment and technical assistance for building 
plants for the production of water pumps, electrical motors and bricks, for repair 
of transfcrmers, for assembling of motor trucks and battery-operated trucks etc. 
In fishing, the two countries cooperate in organizing a Mozambican ocean fishing 
fleet and development of industrial fishing, also study of fish resources in 
waters under the jurisdiction of the Mozambican People's Republic. Geological 
and technological exploration, project planning, supply and assembling of 
equipment and other similar activities characterize the directions of cooperation 
in mining and geology. Bulgarian assistance in studying, designing, technical 
management and work organization in road building is becoming broader (the 
Center-Northeast road, the Milanzhe-Mokuba, Litunde-Montepuez, Alto Molukwe- 
Yapala roads, etc). 


The trade between the two countries is developing successfully. With the 

trade protocol signed in 1980, Bulgarian exports to Mozambique reached 5 million 
dollars and Mozambican exports to the Bulgarian Peolpe's Republic reached a 
total value of 2.5 million dollars. In order to facilitate trade our country 
offers a considerable commodity credit. 


The concluded agreements and the signed joint documents leave no doubt that our 
economic cooperation will continue to develop and deepen and will become even 
more fruitful and mutually beneficial, 
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ROLE OF KHOZRASCHET IN SET OF MEASURES REVIEWED 
Prague FINANCE A UVER in Czech No 5, 1981 pp 296-303 


[Article by Engr Stanislav Sourek: “Development of the Economic Production 
Units' Khozraschet and the Role of Finance") 


[Text] The development of khozraschet [cost-accounting system] as a method 
of managing socialist economic organizations, and the increase of its effec- 
tiveness are one of the significant ways of ensuring the rise of efficiency 
and the improvement of quality. Therefore the Set of Measures for Improving 
the Planned Management System of the National Economy After 1980 contains 
demanding requirements for making khozraschet more effective, and it also 
formulates the basic principles for the further development of khozraschet. 
The development of khozraschet is based on the plan's fundamental role in 
managing the socialist economy. Khozraschet functions on the basis of the 
plan and serves to ensure the tasks that the plan sets for raising effi- 
ciency. And khozraschet also reacts upon the plan in the course of its 
drafting, in the same direction. At the same time, the Set of Measures as 
a whole creates the prerequisites for the further development and greater 
effectiveness of khozraschet. Already the perfection of the individual 
parts of the planned management system--particularly of planning, financial 
management, regulation of wage resources and of the principles of remunera- 
tion, etc.--is practically the basis for the perfection and effectiveness 
of khozraschet. We could also mention particularly the strengthening and 
greater complexity of the VHJs' [economic production units'] and enter- 
prises khozraschet accountability for the results of their activity, with 
specific consequences for financial management, economic stimulation, etc. 
An important factor of the greater effect that khozraschet has on the rise 
of efficiency in the enterprise sphere is that khozraschet is being devel- 
oped and used at every level of management, which under our conditions means 
the VHJ, the enterprises, and enterprise subdivisions. The point, then, is 
th strengthening of the khozraschet system as a whole, both substantively 
and organizationally. 


Development of VHJ Khozraschet 
In the Set of Measures and its implementation, the development of VHJ khoz- 


raschet is new to a considerable extent. It cannot be said, of course, that 
our practice to date has not employed khozraschet elements in the operation 


1l 

















and management of cconomic production units. However, the Set of Measures 
approaches the development of VHJ khozraschet comprehensively and from the 
viewpoint of making the VHJ as a whoie a khozraschet unit. This ties in to 
a considerable extent with strengthening the managing functions of the VHJ. 
Pursuant to the resolutions adopted by the 15th CPCZ Congress and according 
to the Set of Measures, the VHJ is to gradually become the basic link of 
management in the enterprise sphere, specifically a khozraschet link. To 
transform the VHJ into the basic link of management, and in the final out- 
come also to ensure that VHJ khozraschet functions effectively, will be a 
demanding process that wiil require the creation of a number of prerequis- 
ites in the most diverse fields, and hence it will not be a one-time pro- 
cess. Therefore the Set of Measures and its implementing regulations anti- 
Cipate a certain period for completing the solution of the related ques- 
tions, particularly in the area of financial management. 


It is an objective necrssity to build large, economically strong units with 
integrated management. The underlying reasons for this are the high demands 
of scientific and techiological development, of foreign trade, the costly 
investments, and other circumstances. Only such units are able to success- 
fully master tasks of this kind. In our country the economic production 
units, regardless of their present legal forms, represent this trend in the 
integration of industry's technological base. Khozraschet of the economic 
production units, which will gradually be developed into the basic links of 
management within the enterprise sphere, will ensure a qualitatively greater 
effectiveness of the khozraschet system, particularly in two principal direc- 
tions. First of all, it is necessary to ensure the application of khozraschet 
specifically in those areas that can best be secured by a VHJ, i.e., in the 
areas of technological development, replacement of capital assets, foreign 
trade, etc. Furthermore, the purpose of the effective functioning of VHJ 
khozraschet is to ensure a rise of efficiency in the economic activity of 
the VHJ as a whole, and in the management of all the enterprises within the 
VHJ. \thich means that the management of the less efficient and average en- 
terprises must be raised to the levei of the best ones, particularly by com- 
bining the self-interest of the individual enterprises in their own results 
with their self-interest in the economic results of the entire VHJ. Hence 
it follows that raising the effectiveness of khozraschet at the individual 
enterprises within the VHJ under these new conditions is of great signifi- 
cance for the development and effective functioning of VHJ khozraschet. 
Khozraschet of the VHJ as a whole will function effectively only under these 
conditions. Therefore there is no contradiction in the requirement of de- 
veloping simultaneously khozraschet of the VHJ as a whole, and khozraschet 
of the enterprises within the VHJ, making both more effective; to the con- 
trary, this is a mutually dependent relationship. However, at the individu- 
al levels of management--i.e., in the VHJ and at the enterprises--the func- 
tioning of khozraschet must be directed toward those aspects of operation 
and management that the given level can influence the most effectively. 

At the enterprises, where the basic activity is conducted and value is cre- 
ated, the functioning of khozraschet must be directed particularly toward 
ensuring production, services, etc., their efficiency, cost reduction, 
higher profit, the utilization of capital assets, a higher shift index, etc. 
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For “he mentioned reasons, khozraschet relations within a VHJ are of great 
Significance. Every VHJ is a specific organism in this respect and differs 
in the specific conditions under which the VHJ operates. For example, there 
can be considerable differences in the degree of cooperation between enter- 
prises belonging to the VHJ, in the degree of integrating the management of 
technological development, foreign trade or marketing in general, etc. All 
this significantly influences the management of the VHJ, and also the rela- 
tions within it, which are highly differentiated. The Set of Measures and 
the regulations issued for its implementation take this into account, but 
the basic principles of khozraschet relations within a VHJ follow directly 
from the generally applicable statutory regulations (for example, from the 
regulations governing financial management, the development of wage re- 
sources, etc.). However, regulation of the relations within a VHJ is left 
mostly to the VHJ statutes, a very important document that is of great sig- 
nificance, among other things, for the effectiveness of khozraschet in the 
VHJ and its enterprises. The VHJ statutes, which conform to the generally 
applicable statutory regulations and reflect the specific conditions of the 
given VHJ, serve as the basis for developing the specific form of manage- 
ment relations with each VHJ, and also for the specific application of 
khozraschet principles in the VHJ and its individual enterprises. This ap- 
proach makes it possible to tailor to the specific conditions the management 
vf every VHJ and, from the viewpoint of khozraschet, the khozraschet rela- 
tions within the VHJ, i.e., the status and khozraschet of the individual 
enterprises belonging to the VHJ. 


The effectiveness of the enterprise subdivisions’ khozraschet is of con- 
siderable importance for the effectiveness of the entire khozraschet sys- 
tem, and in the final outcome also for the effectiveness of the khozraschet 
of the VHJ as a whole. The application of khozraschet in enterprise sub- 
divisions ensures the influence of the tools of khozraschet on the indi- 
vidual basic elements of efficiency (costs, use of plant and equipment, 
etc.), and thereby also on the results of the given enterprise and of the 
entire VHJ. Suitable conditions must be created--in cooperation with all 
the management links, paiticularly of the enterprises and the VHJ--to de- 
velop the khozraschet of enterprise subdivisions. These conditions include 
particularly a good normative base, high-quality operational planning, bud- 
geting and costing, efficient organization of the subdivisions, control and 
evaluation of the results attained by the subdivisions and, in conjunction 
with all this, a system of financial incentives. 


Economic Production Unit's Role in Financial Management 


Finance and its tools occupy an important place in the khozraschet method 
of management, at both the VHJ and enterprise levels. Therefore the perfec- 
tion of the system of financial management at the VHJ and the enterprises, 
in accordance with the Set of Measures, is an important prerequisite for 
perfecting the functioning of khozraschet. It can be said that effective- 
ness of the system of financial management at the VHJ and its enterprises 

is in direct proportion with the effectiveness of khozraschet. 
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Therefore the role of the VHJs in financial management is very closely 
linked to the development of VHJ khozraschet. In conjunction with the over- 
ali strengthening of the managing functions of the VHJs, and with their 
gradual development into the basic iinks of management in the enterprise 
sphere, the VHJs are being given a greater role also in financial manage- 
ment, regardless of the present legal forms of the VHJs. The new basic 
financial regulation, Decreeof the CSSR Government No 161/1980 Sb On the 
Financial Management of Economic Production Units and Enterprises, also 
adopts this approach. This decree regulates the financial management of 
the VHJ as the basic link of management within the system of financial man- 
agement, and it does so in the same manner for all existing legal forms of 
VHJs, setting also generally binding relations for the financial management 
of VHJs and within VHJs. For the purpose of the financial management of a 
VHJ, then, no distinction is made here between the legal forms of VHJs. The 
same approach is adopted also by other new financial regulations that govern 
individual areas of financial management and, where necessary, regulate in 
greater detail the problems of relations within the financial management 

of VHJs and enterprises (for example, the regulations on the financing of 
the replacement of capital assets, the financing of nonivestment costs of 
scientific and technological development, the financing of working capital, 
the formation and use of the cultural and social services fund, etc.). 
Within the framework of uniform regulations for the financial management of 
VHJs, this approach permits wide differentiation of the extent to which fi- 
nancial management within a VHJ is integrated. At the same time, the new 
regulations are based on the experience gained with the Comprehensive Ex- 
periment in Efficiency and Quality Management, and in the operation of the 
already existing VHJs of the concern type. 


According to the new financial regulat ons, the VHJ--regardless of its legal 
form--is liable for the payment of profit tax and other payments to the 
state budget, and it has a comprehensive system of financial management. In 
conjunction with developing the VHJ as the basic link of management, both 
the responsibility and the authority of the VHJs in financial management are 
being reinforced. Because management of the VHJs cannot be integrated all 
at once, Government Decree No 161/1980 Sb On the Financial Management of 
Economic Production Units and Enterprises will allow temporary departures 
from the generally binding regulations, for those VHJs where management will 
not be fully integrated by 1 January 1981. The temporary exceptions will 
mean that payments to the state budget will be made directly by the individu- 
al enterprises, and the basic system of financial management will apply to 
the enterprises in the same way as to the enterprises directly managed by 
central organs, but the general directorate of the VHJ will have the right 
to distribute among the enterprises of the VHJ a part of profit after pay- 
ments to the state budget and allocations to the enterprises’ financial 
funds, and of course also a part of the depreciation of capital assets. 

In all cases these exceptions will apply to, for example, the economic pro- 
duction units that are under the supervision of CSR and SSR organs and have 
enterprises on the territory of both republic. 


As the basic areas where the role of the VHJ in financial management is to 
be strengthened according to the new regulations, and where also the gist 
of the new problems lie, we may regard the following 
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--The financial plan, 

--Payments to the state budget, 

--The use of profit and of the depreciation of capital assets, and 
--The system of financial funds. 


Of ~reat importance in each of these areas is not only the regulation of the 
f: «ial management of the VHJ as a whole, but also the regulation of rela- 
tic... . tween the VHJ and its enterprises. The enterprises within a VHJ 
likewise have their own financial management, and they report and allocate 
their profits and form funds. Within the limits of the generally binding 
regulations, however, wide differentiation is allowed in the specific ar- 
rangement of these relations. Recommendations for the formation of these 
relations within the khozraschet of the VHJ and of the enterprises, in the 
individual areas of management and hence also in the area of financial man- 
agement, are contained in “The Principles of Khozraschet” (published as a 
supplement to HOSPODARSKE NOVINY, Nos 46 and 47 of 1980). 


The financial plan is the basic tool for directing the financial management 
of a VHJ from the level of the branch central organ, and of course it is 
also the basic tool for directing the financial management of the enter- 
prises from the level of the VHJ. Under the conditions of developing VHJ 
khozraschet, the importance and influence of the financial plan are the 
greater because the relationship between the plan and khozraschet, as formu- 
lated in general terms above, fully applies also to the relationship be- 
tween the financial plan and khozraschet. In the case of the financial 
plan this relationship is the more important because specific.lly the fi- 
nancial plan, together with the financial tools, is of great significance 
for the effectiveness of khozraschet. For the development of khozraschet, 
therefore, the quality and active functions of the financial plan at every 
level of management must play an important role. 


In the perfected system of management the financial plan's importance will 
rise, and its greater active influence in the management process must be 
ensured at every level, particularly at the VHJ and enterprise levels. 
From the viewpoint of making the financial plan more effective we can list 
some of the basic principles that are contained in the Set of Measures and 
significantly influence the financial plan's impact on the overall manage- 
ment of the VHJ as a whole. They must have a positive effect also on the 
setting of the financial plan's tasks by the VHJ for its enterprises, and 
on preparing the enterprises’ financial plans. These principles are par- 
ticularly the following: 





--The financial plan's long-term nature must be strengthened, and particu- 
larly the five-year financial plan must be assigned a greater role; 


--The quality and internal coherence of the financial plan and of its re- 
conciliation with the other parts of the plan must be improved, in order 
to secure the qualitative indicators of the plan in all its parts; 
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--The financial plan's system of basic indicators must be perfected, prim- 
arily to ensure the financial plan's closer orientation on the qualitative 
aspects of the reproduction process. 


The VHJ must enforce these basic elements for making the financial plan 
more effective, and it must fully utilize them when setting the tasks for 
its subordinate enterprises and ensuring the drafting of the enterprises’ 
financial plans, so that the financial plan in the hands of the VHJ can be 
used as an effective management tool to ensure the tasks that were set for 
and within the VHJ, and to create a base for the more effective functioning 
of the entire system of financial management at the VHJ and its enterprises. 
The point is to make the financial plan an economic calculation of the busi- 
ness activity of the VHJ and of its enterprises, and also a tool for secur- 
ing the obligatory qualitative tasks. Of great importance in this respect 
is the VHJ's differentiated work with the financial plan's obligatory in- 
dicators, breakdown reserves, normatives, tolerances, etc., in accordance 
with the specific conditions of the individual enterprises. The VHJ must 
devote close attention to mastering the use of the financial plan's new in- 
dicators--such as, for example, the profitability of operating assets, the 
return on capital assets, and particularly the normatives for the formation 
of the economic incentive funds--when setting the financial plan's tasks in 
conjunction with the formation and use of financial resources by the enter- 
prises within the VHJ. A good financial plan also provides a foundation 
for the proper functioning of the financial instruments and thereby influ- 
ences to no small extent the effectiveness of khozraschet at the enter- 
prises belonging to the VHJ. 


So far as payments to the state budget are concerned, according to the new 
statutory regulations that became effective as of 1 January 1981 (Law No 
181/1980 Sb that partially revises Law No 111/1971 Sb, as amended by Laws 
Nos 154/1976 Sb and 62/1977 Sb), the VHJ is generally liable for profit tax 
payable to the state budget; at its request, a VHJ may be authorized to 
assume liability also for property tax. However, the regulations applicable 
to VHJs of the concern type, which are liable for all payments to the state 
budget, will remain in force. But in the case of VHJs that are supervised 
by CSR and SSR organs and have enterprises headquartered in both republics, 
the individual enterprises themselves will remain liable for all payments 

to the state budget. A temporary exception to the general regulation of 
profit-tax liability may be allowed in cases when a VHJ will not have in- 
tegrated by 1 January 1981 its management functions in the area of finan- 
cial management (in conjunction with the authorization of an exception to 
the general regulation of financial management, made possible by Decree 

of the CSSR Government No 161/1980 Sb On the Financial Management of Eco- 
nomic Production Units and Enterprises, as mentioned earlier). In case when 
such temporary exception is allowed, payments to the state budget will be 
made directly by the individual enterprises. 


The payment of profit tax to the state budget for the VHJ as a whole (with 
the VHJ as the taxpayer) is in agreement with strengthening the functions 

of the VHJ in financial management when the VHJ functions as the basic link 
of management in the enterprise sphere, and it is alsc in agreement with the 
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soundness of the arrangement of financiai relations within a VHJ, i.e., be- 
tween the VHJ and its enterprises. Ir the case of other payments to the 
State budget, particularly of the paysent of property tax, the question of 
who should be the taxpayer will have to be investigated in greater detail, 
in conjunction with an analysis of the entire system of payments to the 
state budget that will serve as the basis for preparing legislation to re- 
vise payments to the state budget as of 1 January 1983. So far as social- 
security tax is concerned, it seems more expedient to have the enterprises 
pay this tax, while supplementary social-security taxes could be paid at 
either the VHJ or enterprise level. In the case of VHJs of the concern 
type, the VHJ itself is liable by law for all payments to the state budget, 
but there are a number of exceptions when taxes (other than profit tax) are 
paid directly by the enterprises. 


The payment of profit tax for the VHJ as a whole, which is now the general 
rule regardless cf the given VHJ's legal form, ir fully in accord with the 
new conditions of the comprehensive system of financial management at VHJs 
as khozraschet units. In order to pay profit tax to the state budget and 
to ensure the formation of VHJ funds, as well as for tive necessary redis- 
tribution of financial resources among the enterprises within a VHJ, the 
VHJs centralize a proportion of the profit made by their enterprises. From 
the profit centralized in this manner the VHJ makes payments to the state 
budget for the VHJ as a whole, and it also ensures the use of this central- 
ized profit, in the order determined by the regulations that are in force. 
From the preceding it follows that transfers of a proportion of the profit 
from the enterprises within a VHJ, for centralization by the VHJ, have a 
very important mission. Therefore it is important to determine them in the 
financial plan, including the forms of transfer, their stability, etc. 

What we have here is the basic financial relationship between the enterprises 
and the VHJ (in exceptional cases there may be allocation of profit from 
the VHJ to an enterprise, instead of a transfer of profit from the enter- 
prise to the VHJ) that provides the room for the financial management of 
the enterprise and determines the effectiveness of this financial manage- 
ment, and to a considerable extent also the effectiveness of enterprise 
khozraschet. Therefore it is very important to solve through this trans- 
fer from the enterprise to the VHJ not only the necessary differentiation 
of the financial resources at the enterprises, in accordance with their 
planned needs, but also the stimulating influence of this financial rela- 
tionship on the mobilization of resources at the enterprises. The regula- 
tions that are in force give the VHJs considerable leeway to do so, and 
certain desirable directions of solving these important problems are con- 
tained in the already mentioned "Principles of Khozraschet.” 


The importance of transferring a proportion of the profit to the supervis- 
ing VHJ for centralization is reflected also in the obligatory order of 
profit allocation at the enterprises. Transfers of profit to the VHJ rank 
practically in the same order as payments to the state budget. 


The increased responsibility, independence and authority of the VHJ in the 
process of using financial resources, particularly profit, is one of the 
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cornerstones of the VHJ's new role in financial management, pursuant to the 
Set of Measures and the statutory measures issued for its implementation. 
This is also an element on which depends to a considerable extent the de- 
velopment of VHJ khozraschet. 


Significant for the role of the VHJ in financial management according to the 
new regulations are the following principles for the use of profit at the 
VHJ level: 


--Profit tax is paid to the state budget for the VHJ as a whole (the VHJ is 
the taxpayer). This question has already been discussed in detail; 


--The unused profit--i.e., the profit remaining after payments to the state 
budget, and after the refinancing of needs in accordance with the regula- 
tions that are in force--is retained by the VHJ at the end of the year and 
is transferred to the VHJ's contingency fund; 


--The unused profit of the enterprises belonging to a VHJ is transferred to 
the VHJ at the end of the year, where it is allotted to the VHJ's contingen- 
cy fund. In the rules for the financial management of the enterprises, the 
VHJ may decide to allow the enterprise to retain a portion of the profit and 
to carry it over into the next year; 


--The VHJ forms a comprehensive system of financial funds, including eco- 
nomic incentive funds. But even when the qualifying indicators are ful- 
filled, allotments to the economic incentive funds can be made only if the 
VHJ has sufficient profit available to observe the specified order of pro- 
fit allocations. This principle applies, of course, not only to the VHJ, 
but also to its enterprises; 


--The obligatory order of VHJ profit allocation has changed in the sense 
that allocations of profit to VHJ funds to ensure the financing of planned 
needs follow immediately after payments to the state budget, and only then 
come the allocations to the economic incentive funds. This change in the 
order of profit allocations emphasizes the khozraschet responsibility of 
the VHJ for fiancing planned needs, in direct relationship with financing 
economic incentives. Here again, this principle applies to the VHJ as well 
as to the enterprises within it; 


--The responsibility and independence of the VHJ in conjunction with the 
formation and use of profit are emphasized also by the fact that the re- 
distribution of a proportion of the profit among VHJs by the branch cen- 
tral organ is regarded as exceptional and must be approved in the specified 
manner, aS an exception under specified conditions. Preference is given to 
the redistribution of the depreciation of capital assets. 


These basic principles, which strengthen the VHJ's role in financial man- 
agement, are projected into the overall activity of the VHJ in this area, 
specifically because the share of profit in financing the VHJ's needs must 
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be increased in the sen. 2 of the Set of Measures, and therefore also the 
formation and efficient use of profit by the VHJ gain new importance. 
Measures to this effect are ensured in the state budget for 1981. But un- 
til the profit-tax rates are regulated by amending the pertinent law as of 
1 January 1983, profit-tax reductions will be permitted in 1981 and 1982 
for some VHJs where such reductions will be necessary to realize the men- 
tioned khozraschet principle. For 1981 these reductions are outlined in 
the approved state budget. 


The mentioned principles that characterize the VHJ's enhanced role in man- 
aging profits are reflected also in the wider authority of the VHJ to di- 
rect the financial management of its enterprises. The greatest problems 
center around the amount of enterprise profit and the conditions under 
which it can be centralized at the VHJ, and around the formation and use 
of financial funds at the VHJ and its enterprises. (Both of these areas 
have been discussed separately in this article.) The VHJ is equipped with 
an important tool: it has the necessary authority to set the rules for 
profit allocation at its enterprises. At the enterprises, too, this area 
is the most significant from the viewpoint of the effectiveness of finan- 
cial management and enterprise khozraschet. Therefore the VHJ must formu- 
late also here, and especially here, the rules applicable to financial man- 
agement and relations within the VHJ, with special attention to the need 
to provide sufficient incentive for the individual enterprises to earn and 
efficiently use profit, and to fulfill the important qualitative indica- 
tors of the plan. 


The VHJs have the authority to manage independently the depreciation of 
capital assets. They ensure the possible transfer of a proportion of the 
depreciation to the central branch organs, for redistribution among VHJs. 
The VHJs centralize a proportion of the depreciation of capital assets 
from the enterprises, for the aforementioned purpose and for allocation 

to the appropriate funds of the VHJs. A proportion of the depreciation is 
left at the enterprises, to finance investments from the capital construc- 
tion funds and development funds. 


The role of the VHJ in financial management, and simultaneously also the 
base for the development of VHJ khozraschet are strengthened significantly 
by the fact that each VHJ forms a comprehensive system of financial funds. 
Pursuant to the Decree of the CSSR Government No 161/1980 Sb On the Finan- 
cial Management of Economic Production Units and Enterprises, the VHJs 
form the following funds: 





Funds to finance planned needs: 


--Capital construction fund, 
--Contingency fund; 


--Technical development fund, 
--Circulating capital fund (if the financing of circulating capital is 


centralized partially or entirely at the VHJ). 


19 











Economic incentive funds: 


--Cultural and social services fund, 
--Special compensations fund, 
--Development fund, 

--Export incentive fund. 


In specified cas2s, the VHJs form also other funds, for example: a risk 
fund, a geological exploration fund, and an indemnity fund. The VHJs may 
also form other special-purpose funds if necessary, after approval in the 
prescribed manner. 


The formation of a comprehensive system of funds at the VHJs is a great 
change in comparison with the earlier regulation, when the secto.al funds 
were formed in most cases as secondary funds, while the enterprise funds 
were the primary ones. Under the new situation a VHJ distinctly has more 
Opportunity to solve comprehensively also the financial aspects of its de- 
cisions concerning, for example, technological development, investment, etc. 
In addition, the VHJs now form all the economic incentive funds. This is 
the more significant because the new regulation makes the entire system of 
funds more effective. 


Some funds are formed exclusively at the VHJ level, for example: the con- 
tingency fund, and the export incentive fund. The law requires that eco- 
nomic incentive funds other than the export incentive fund be formed at the 
VHJ as well as its enterprises. The purpose is to provide the prerequisite 
for stimulating the enterprises to secure the decisive tasks of the plan 
(including the stimulation of the acceptance of challenging tasks in the 
plan, in the process of counter planning). Moreover, the FKSP [cultural 

and social services fund] is the only fund for which statutory provisions 
(Decree of the Federal Ministry of Finance and of the Central Council of 
Trade Unions No 165/1980 Sb) directly prescribe the manner of its formation 
at the VHJ and its enterprises, with the main emphasis in this case on the 
formation of the fund at the enterprises, in conjunction with the fulfill- 
ment of the tasks set for them. This is fully just‘fied by the fact that 
the cultural and social services fund is an instrument for providing a col- 
lective economic incentive, and its formation and use are associated with 
the activity of the trade-union organizations at the enterprises and plants, 
and are the subject of collective contracts. In spite of this, however, the 
principle of giving the enterprise collectives more incentive to boost the 
economic results of the VHJ as a whole is partially applied also to this 
fund, specifically in the sense that a part of the formation of the cultural 
and social services fund is contingent on the fulfillment of the tasks of 
the entire VHJ, or on the formation of resources at the VHJ level (for ex- 
ample, through export incentives). In the case of other funds (besides the 
cultural and social services fund) formed at the enterprises, the VHJ deter- 
mines their amount and the manner of their formation. At the same time, the 
VHJ determines within its own competence whether or not to form at its enter- 
prises funds for financing planned needs (for example, the capital construc- 
tion fund, technological development fund, etc.). It should be evident that 
also these funds are an effective tool with which the VHJ is able to influ- 
ence the rise of efficiency at its enterprises, in terms of the formation of 
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resources as well as of their use, and therefore it. is desirable that the 
VHJs make full use of this tool, not only by setting effective rates and 
conditions for the formation of the economic incentive funds at the enter- 
prises, but also by establishing funds for the financing of planned needs 
at the enterprises. Experience with the Comprehensive Experiment in Effi- 
ciency and Quality Management, and with the operation of the VHJs of the 
concern type established in the past, shows that in most cases the VHJs es- 
tablished at their enterprises all the funds that the regulations in force 
enabled them to establish. But experience also showed that greater care 
must be devoted to the stability of the conditions of enterprise activity, 
to the selection of indicators, etc. Funds are an effective tool of finan- 
cial management, at both the VHJ and the enterprise levels. Therefore .. 
cannot agree with the occasionally heard contention that the new financial 
regulations governing the formation and use of funds limit the authority 
of the VHJs in this area as compared with the earlier regulations for con- 
cerns, and with the conditions of the Comprehensive Experiment in Efficiency 
and Quality Managemerit. The new regulations utilize the gained experience 
specifically to increase the influence of the entire system of funds on the 
rise of efficiency, at the VHJ level as well as at the individual enter- 
prises. The VHJ today has sufficient management tools to influence the for- 
mation of the most effective system of financial management at its subordi- 
nate enterprises. Valuable practical recommendations for the use of funds 
within a VHJ to increase the effectiveness of enterprise khozraschet, and 
thereby also of VHJ khozraschet, are contained in the aiready mentioned 
“Principles of Khozraschet.” 


The development of VHJ khozraschet and the greater role of the VHJs in fi- 
nancial management cannot be viewed separately from raising the overall level 
of the integrated management of a VHJ's entire activity. Understandably, the 
development of the VHJ as the basic link of management in the enterprise 
sphere is not limited to solving the problems of financial management. In- 
stead, the perfection of management functions in this field must proceed 
parallel with perfecting integrated management in the areas of planning, wage 
regulation, technological development, replacement of capital assets, foreign 
trade, and others--up to the perfection of complete differentiated systems 
of management in each VHJ. 
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CZECHOSLOVAKIA 


MANAGEMENT, EXCESSIVE BUREAUCRACY CRITICIZED 
Prague HOSPODARSKE NOVINY in Czech 10 Jul 81 p 3 


[Article by Vladimir Janicki, Doctor of Social Sciences, General Director, 
Metallurgical Components Economic Production Unit, Prague: "Prolonged Bureaucratic 
Illnesses" | 


{[Text) Administrative management is taking on unauthorized 
dimensivns. Any every citizen, the whole society, is bearing 
the consequences of this. This growth in administrative work 
has been evolving with particular rapidity in industry. We 
will present here the exyveriences and findings gained fron 

an analysis of administra*‘~« difficulties in the enterprises 
of the Metallurgical Comporents VHJ [economic production unit]. 


The Metallurgical Components VHJ is only a small cog in the state organism. A 
quite essential stream of administrative activity and information flows through 
it, making its way to the central national economic agencies. Without this 
information the state would not be able to manage and to develop in a planned 
manner. The information is imbedded in « set of ingeniously circulating state 
reports and it is objectively necessary. It is possible to reconcile adequately 
this set of reports with the development requirements of society under the leader- 
ship of the central agencies, especially the Federal Statistical Office and the 
Federal Finance Ministry. The experiences of our VHJ have suggested that it 
would be possible to eliminate from these reports data which may be collected, 

for example, by calculations based on figures contained elsewhere, or which are 
nonessential, inasmuch as not all of the information may be effectively utilized by 
its recipient either because it is excessively detailed or because it is contained 
in numerous, scattered documents. 


For example, the monitoring of monthly performance in industry must be conducted 
at the workshop, operational, and factory level ia terms of details and specifics, 
but the amount of detailed information could be reduced in reports directed at 
higher levels of management in accordance with the function to be performed by the 
recipient. At the center, only a few fundamental indicators should be required 
on a monthly basis. The direct transmittal of more detailed information from the 
lower management levels should take place quarterly, semiannually and annually 

in order to carry out a comprehensive analysis of management performance. 
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We have presented our proposals for the elimination of some reports, a reduction in 
their complexity, or a lengthening of the transmitting timetable at the highest 
levels, where the matter is methodically managed. It is desirable that these agencies 
consult with the khozraschet sphere regarding their final proposals for modifying 
reporting requirements. 


Management Style Is Critical 


Nevertheless, we do not regard reporting requirements and statistics as the main 

burden imposed by unauthorized administrative activity. The basis of the problem 

lies in the style of work and in management methods from the center down and vice 
versa. Above all, it is a matter of inadequately implemented democratic centralism 
in management, a lack of concern for an efficient division of labor, authority and 
responsibility, of the influence of subjective factors and, especially, of the 

violation of system-oriented behavior. 


Every ministry attempts to manage its VHJs systematically. The current management 
System, unfortunately, possesses serious flaws. The formulation of management 
standards, for instance, is not sufficiently careful and often fails to take account 
of the conditions revailing in the khozraschet sphere. There is a still unmastered 
distance between the state and the khozraschet spheres, just as there is between the 
VHJs and their enterprises. This is especially evident now that the VHJ has been 
marked as the vasic management element and must formulate a new comprehensive system 
of management within the VHJ. This system should provide for a sensible degree of 
centralization and authocity, for an optimal influence of khozraschet and initiative, 
without increasing the demand on administrative functi ons. 


VHJs and enterprises have often been surprised by unexpected administrative ordinances 
imposed from above without prior consultation with them; they consider some of 

thes to be hindrances to efficient management. Instead of cooperation, we at times 
resert to pulling rank, and in place of creative collective formulation we are 
content to communicate schematically the views of higher-ups. Both of these 
tendencies iead to a weakening of democratic centralism in management. 


It is necessary to adhere to the principle that supervisory systems not involve 
themselves unecessarily in the functioning of a subordinate system. This should 

only happen in exceptional circumstances, when developments are deviating signifiemtly y 
from established parameters for output and efficiency, or when behavior or functions 
are rot consistent with established norms. However, even in such instances a one- 

time analysis is, as a rule, sufficient, and less demanding from an administrative 
viewpoint. 


An analysis of administrative problems in management also shows, however, that it is 
primarily the enterprises themselves, through their devious behavior, hiding of 
unused potential, low-quality processing of documentation, the low qualifications or 
performance of their own managerial ead administrative structure, that force the 
supervisory management agencies to jemand a number of followup analyses and documents. 
to issue extensive methodological guidelines and to conduct studies. And all of 

this significantly increases administrative activity. 
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Formalism Begets Nonessentials 


Formalism is another disease of administrative management. Many separate duties 
function only on paper. They serve no one, but fulfill resolutions from above. 
Much work is done from day to day and many matters assume a momentum. There are 
many managerial norms for agencies in the state sphere and for VJHs, in whose 
formation there has not been a comprehensive estimate of the consequences in terms 
of managerial difficulty, possibilities for processing by computer, and for method- 
ological and legisla’ lve assurance. 


The requisite conditions do not exist for all of these activities. For instance, 

if internal enterprise khozraschet is not connected to greater precision in 
technical-industrial standards, the measurement and weighing of production provided 
for, etc., then it is truly a question only of administrative, formal deductions, 
without the possibility for utilizing material incentives and economic instruments. 
At the same time, khozraschet must not become useless administrative work, but rather 
a vitally important and economically efficient method for planning and for management 
which may not be implemented formalistically and without the requisite conditions. 


Inadequate definition of the jurisdiction and the responsibility of individual 
levels of management is also a cause of increased managerial activity. This does 
not create the conditions for an efficlent division of labor and system-oriented 
behavior. 


For instamce, the introduction of the principle of final jurisdiction would help 

a lot. This is especially true in selected areas where limitations have already 
been established, either by the plan or by other decisions, and resources allocated. 
I do not know why every detail which has already been approved within the framework 
of these limits and resources must still be studied by various commissions so as 

to formulate a significant number of documents and authorizations. Just this sort 
of thing is a clear manifestation of the tensions between jurisdiction and res- 
ponsibility. It is also a question of trust. 


In the area of professional and personnel activity, the difficult of administrative 
management is gradually, but constantly increasing. It is true that we are dealing 
with a new subsystem which is just now being put together and to which one should 
concede from the start a fairly large amount of administrative work, because it is 
here that the foundations of ‘1formation, statistics and the managerial system must 
be created. But it is not necessary in this area to put up with several nonessential 
situations. Needed are varied, mainly operational, normal decrees concerning 
realities which it is impossible to influence in any way through administrative 
management. In such instances, concise and prescreened information should be 
sufficient. An example of this is the requirement for a monthly statement con- 
cerning apprentice recruitment at enterprises. 





Under Law No 68/1978, Laws of the CSSR, concerning measures in the system of elementary 
and secondary schools, the Federal Ministry of Metallurgy and Heavy Engineering 

has gradually come to require five types of documentation (in addition to the 
documentation required prior to the passage of the law). The most recently requested 
documentation, from September 1979, amounted to an ingenious system of matrices 
requiring the consultation of 58 tables with the eye of an accountant. A_ recent 
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Study of the prospects for the development of the material base cf apprentice 
training until 1990, prepared for the use of the same ministry, required the 
processing of approximately 30,000 separate pieces of data at their level alone, 
according to our comrades at the Ferrous Metallurgy VHJ. 


For the time being, isolated information concerning employees has likewise shown 
itself to be difficult to administer and less than efficient for personnel 
administration. Such reporting requirements do not serve the interests of manage- 
ment, but solely statistics. 


Consequence of Inadequate Effort 


I can present additional facts concerning the unbearable difficulties of administra- 
tive management in industry: for instance, in the capital investment sector these 
difficulties have increased by more than 100 percent since the introduction of 
expanded contractor functions. We feel that the reason for this is that the ap- 
proved breakdown of investment targets is not issued as part of the plan with 
sufficient lead time and that, therefore, there exist naive expectations that the 
investment targets may be provided for from year to year. Moreover, the investment 
plan is changed frequently and, which is more serious, is not coordinated and 
brought into balance with the facilities available tc construction enterprises. 
Binding targets allocated to supervisory contractors do not have the same compulsory 
character for subordinate suppliers. 


The largest construction projects serve as a model for the regulations issued in 

the investment sector. These regulations are simply not appropriate for projects 
on a smaller scale and are unecessarily complex from an administrative viewpoint. 

Specifically, this concerns coordination, warehousing, mechanization, the setting 
up of the site, the assistance of masons, etc. 


If we compare the efficiency of the results of inspection meetings and the days 
taken up by them, the difficult involved in their administrative and economic 
preparation, their conduct and control, then it is possible to recommend a 
substantial reduction in their extent and an increase in their quality. We suggest 
that inspection days be conducted only at selected sites and that they be focused 
to a larger extent on managing the quality of the work performed and on resolving 
organizational problems belonging to the areas of contractor responsibility. They 
must not be allowed to become a smokescreen for managerial shortcomings. 


In the control and inspection area, we have encountered the views everywhere that 
this activity is likewise marked by extensive administrative requirements. 

Primarily it boils down to the fact that the same sector and the sane problems become 
the object of control by more than one inspection agency during close or even over- 
lapping time periods. Better coordination of inspection activity would make pos- 
sible a reduction in this area. So that the information available to authorized 
agencies not be in any way restricted, it would be appropriate to provide for an 
exchange of inspection findings and reports among them. 


Another of the findings of our analysis is the fact that in the area of the state 
sphere there are several professional institutions which devote considerable 
activity to the justification of their pursuits. The analyses, techniques, and 
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information which they develop must then be processed at the VHJ and enterprises 
in addition to the plan for their own activities, and often under unfulfillable 
deadlines. This was the genesis, for instance, oi the technique for passportizing 
industrial factories, the guidelines for which fit on (only) 271 pages of small 
print. 


Begin At Home 


It is our view that it is useless to introduce an entire, comprehensive administra- 
tive structure necessary for an enterprise as such at the level of a small production 
organism. For this reason we are now preparing, at our VHJ of the trust type, a 
reduction in the number of enterprises to almost half their former number. In this 
way the number of managerial links in place will be reduced; those leading to the 
general directorate in addition to those within the VHJ and those outside of it as 
well. Following the phase of production specification, we can implement a phase 

of integration of various functions and activities which will provide for greater 
efficiency and, without a doubt, for a reduction in administrative activity. 


From the viewpoint of material efficiency and economic effectiveness, several 
activities necessarily lend themselves to horizontal, territorial integration. 
Planning, managing and controlling such activities vertically is not efficient, 
duplicates effort, dilutes and saps the creative capacity of higher management 
Systems, or renders them unnecessarily extensive. 


It is our opinion, for instance, that several activities related to the work force, 
such as housing management, schools, day-care centers, recreation, cultural and 
sporting activities, or transportation and fire protection, may be resolved and 
managed on the territorial, local principle without regard for a sectorial or 
regional perspective. Their vertical linkage may take place through a territorially 
efficient division of labor among local agencies and specialized central offices. 
This does, however, require that a sectorial and provincial outlook be overcome. 

It makes more sense, for instance, to implement solely on the territorial principle 
certain projects in the management of the preparation of youth for a working-class 
profession, for apprentice competitions, for competitions regarding cultural, 
photographic, sporting, social and political knowledge. 


The New at the Expense of the Old 


We are all aware that the implementation of the Set of Measures for Improving 

the Planned Management System of the National Economy After 1980 requires a gradual 
shift from the previous techniques of administrative management to newer, qualita- 
tively more improved methods. For the time being it is impossible to predict how 
much administrative work this task will actually require, but we must nevertheless 
outline the goal for ourselves that while during the implementation period of the 
Set of Measures to be sure there will be a need for increased efforts in 
administrative activities, this tension must relate only to the transition period 
of preparation and implementation, whereas the final effect on normal planning 

and management will be reflected, among other ways, in more flexible and effective 
administrative work at the VHJ level and along the entire direct axes of management. 
Administrative management must appear in a new role as economic motivator for the 
VHJ and for enterprises to aggregate their efforts and factors of production 

toward the generation of a plan and, on the other hand, to free them from the fetish 
of gross output indicators, output of goods, average earnings, etc. 
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The introduction of the new is possible only at the expense of limiting the old. 
This is especially true in the area of administrative work. We who have passed 
through the Comprehensive Experiment in the Management of Efficiency and Quality 
have had to carry along beside each other, so to speak, both administrative 
structures. And we know that we were dealing with a large amount of work which is 
not necessary no’ that the Set of Measures has become valid. 


We have gained a number of additional insights concerning just how extensive 

our administrative activity is, and we are convinced that it is possible to simplify 
it substantially. I think that this area will find the full political and material 
support particularly of the workers, and I believe that every contribution will 
havea positive influence not only economically, but also due to the awareness that 
we arenot laboring in vain. 


Everyone must begin at home, on the basis of an objective analysis of every activity 
of every institution. Coordination and cooperative projects should be the concern 
of uninvolved groups of employees which would evaluate the results and propose 
rationalization measures. It is impossible to organize this matter on the basis 

of a campaign over a specific time period, rather it must be done in a planned 
fashion and gradually, with a view to creating monitoring instruments which will 
guarantee an overall view of the trends in the long-term streamlining of 
administrative management. 


The first step should be the creation of a network of responsible locations at 

the levels of management, without whose consent it would be impossible to increase 
the amount of administrative work (directives, reports, decrees, new systems, 
increased rigorousness of technique or organization, etc.). At the same time it is 
necessary to improve the style of work and management techniques all along the 
direct axis by means of the efficient cooperation of the state and the khozraschet 
spheres as early as the preparation stage for new state intervention and pressures 
on the VHJs, and vice versa. At the same time, it is necessary consistently to 
apply democratic centralism and not to deviate from a case-by-case approach. 


In determining whether we had fulfilled all our responsibilities in the plan 
breakdown, I discovered that the breakdown had not been forwarded, as required by 
regulations, to the Czech Planning Commission. An employee justified this with 
the simple statement, "But why? We didn't send it last year either, and nothing 
happened." 


Fifteen years ago, when I took this job, a very experienced managerial employee 
advised me as follows: "When you arrive at a factory, go first of all directly to 
the scrap pile and you will see in an instant how well the factory is operating." 
This is very good advice. ‘The outputs of every system are the best indicators of 
its condition. Therefore we, managerial workers, should from time to time take 

an honest look at the output of our offices. We might even take a look at raw 
material recycling centers. 





The mail rooms, archives, managerial directorates and, of course, the raw material 
recycling centers should very clearly document how many tons of paper is removed 
from these agencies. The point is that the institutions and employees in question 
are not physically capable of reading such a quantity of paper, let alone of working 
with it. 
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CZECHOSLOVAKIA 


POTATO SHORTAGE ASSESSED BY FOOD OFFICIAL 
Prague MLADA FRONTA in Czech 16 Jul 81 p 3 
[Article by Jaroslav Hejkal: "A Problem Called Potato"] 


[Text] Enormous amounts of synthetic nitrogen fertilizers are being used to ferti- 
lize potatoes, wrote reader J. Obecovsky from Teplice. "The forced vines are in- 
fected with molds, and in monocultures even the soil is so infected. I know of cases 
when up to 80 percent of the potatoes rotted in the spring. Potatoes grown with the 
use of chemicals must be kept in cold storage, which calls for considerable expen- 
ditures. The lives of agricultural workers, like others, have been made easier 
through work simplification. Potatoes need proper year-round care and chemicals 
cannot replace that. I think that science is also to be blamed." 


Several other readers have expressed similar views. They all believe that mass 
cultivation of potatoes has not yet received the attention which this crop deserves. 


Eng V. Kmonicek, deputy director of the Crop Production Department of the Federal 
Ministry of Agriculture and Food, sent us a basic reply. Our socialist agriculture, 
he says, among other things, has followed the path of intensification in all sectors 
of plant and animal production. Compared to the postwar period, the entire production 
and all applied technologies have been radically restructured and the number of 
those working in agriculture has decreased to one-fourth. The achievements in pro- 
duction, even in the presence of the shrinking work force, are nevertheless showing 
a steady rise. The work productivity attained and the intensity of production rank 
our agriculture among those of the leading European countries. The fact remains, 
however, that not all is in perfect order and we cannot be completely satisfied. 
This is particularly true about production and handling of potatoes; their biolog- 
ical nature and the current technological base have not yet allowed us to achieve 
positive results comparable, for example, to those in mechanization of production 

of grains and other crops. In the case of potatoes, we have not yet found means of 
mechanization and fertilization fully capable of replacing the painstaking and care- 
ful work of human hands. It is true that only 69.1 percent of tl.- potatoe production 
plan was met last year and that this was the main reason why bulk buying targets 
were not met. The worsening quality of potatoes, however, is a more complex problem 
and the achievements of the previous 4 years of the Sixth Five-Year Plan, when 

about 95 percent of the objectives were met, have shown that last year's poor har- 
vest is not the only factor. It is mainly brought about by the necessary transi- 
tion to the fully mechanized process of cultivation, harvesting and processing of 
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potatoes that often damages the tubers and a satisfactory and speedy solution of 
this problem is aot available. We must also take into consideration the fact that 
even with maximum effort we cannot change the established technological-organiza- 
tional base from year to year. 


As regards supplier-consumer relations between agricultural and trade concerns, 

the simplified argumentation in the article is not objective either, V. Kmonicek 
continues. These relations have reached an essentially higher level than reported 
in the article, and the deficiencies cannot be blamed on the agricultural workers 
along; the Fruit and Vegetable Enterprise also needs to objectively assess some of 
its own weaknesses, (e.g., delays in unloading of freight shipments causing tubers 
to be damaged by steaming or frost depending on the season; etc.). In the past 
year, for example, Fruit and Vegetable Enterprise establishments in the CSSR rejected 
a total of 7,403 tons in quality controls of delivered potatoes, which is less than 
in previous years. Of the rejected quality, 951 tons were returned last year to the 
agricultural concerns, 260 tons were diverted for industrial processing and the re- 
jection of 708 tons proved to be unfounded. A total of 5,484 tons was accepted at a 
rebate, which generally represents material compensation for presorting carried out 
by Fruit and Vegetable Enterprise establishments before sale. Hence the Fruit and 
Vegetable Enterprise has possibilities in the scope of supplier-consumer relations 
of enforcing quality requirements and it makes use of them. In so doing it also 
assumes, of course, the responsibility for the quality of potatoes delivered to the 
markets. The consumer is not defenseless either; he has the right to ask for a 
refund if he was sold low-quality potatoes. Thus it matters how the valid norms 

and regulations are observed at the individual levels. 


It is true nevertheless, V. Kmonicek continues, that very serious problems, espec- 
ially regarding the condition of potatoes, are found particularly during winter 
storage; as previously mentioned, they are the result of severe damage suffered by 
potatoes during their cultivation, harvesting and especially during sorting, and in 
their transport before storage; another important factor is the lack of suitable 
storage capacities, airconditioning equipment and fungicides for control of storage 
diseases. Nobody is indifferent to the state of our potato culture. Both the 
workers of agricultural enterprises and the research base and the management organs 
are striving to correct deficiencies. In close cooperation they are following the 
current development and state of production and utilization of potatoes, and the 
ministries of agriculture and food have approved and are implementing a set of 
measures which in the course of the Seventh Five-Year Plan should help eliminate 
serious deficiencies in the entire potato production ladder. The objective is 
sufficient supply of quality potatoes all year round and gradual introduction of a 
broad assortment of staples. 


Be ascured that our agricultural workers in cooperation with others, among them, 
undoubtedly trade representatives, will gradually solve the "potato problem" and 
will thus insure better supply and higher satisfaction of our citizens with this 
crop that is an indispensible part of our diet. This is what the article was about 
in any case. 
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CZECHOSLOVAKIA 


COOPERATION AMONG AGRICULTURAL ESTABLISHMENTS DESCRIBED 
Bratislava EKONOMIKA POLNOHOS?PODARSTVA in Czech No 6 Jun 81 pp 251-253 


[Article by Docent Engineer Ludvik Spirk, Sci, Agricultural College in Prague: 
"Inter enterprise Cooperation in Agriculture and Its further Development"; passages 
enclosed within slantlines printed in bold face] 


[Text] This is a follow-up on the article in the previous 
issue which dealt with basic problems of developing inter- 
enterprise cooperation without spawning a new organization. 


Cooperation among establishments without creation of a new organization is currently 
taking on various forms, from simple contractual cooperative relations among agri- 
cultural enterprises up to expanded forms of production and economic collaboration 
among establishments on the basis of various types of cooperative associations. 


Depending on the nature oi mutual relations among the partner organizations in the 
area of organization and management, economic relations and legal arrangement, we 
can differentiate between two basic forms of cooperation without the formation of a 
new organization: 1) simple forms of cooperation among establishments; 2) co- 
operative associations. 


Simple Forms of Cooperation Among Establishments 


Simple forms of interenterprise cooperation are usually based on contracts devised 
to last over an extended period of time, delineating the substantive and financial 
conditions for cooperative collaboration of two, often already tried and competent, 
partners. 


From the viewpoint of economy, this form of interenterprise cooperation essentially 
represents a mutually beneficial relation contractually warranting not only the 
quantitative aspects of mutual cooperation, but often also providiag some specific 
guarantees expressing the qualitative aspects of collaboration by the participants. 
It does not establish any joint ownership or any organs for its administration and 
operation. Simple forms of cooperation are being developed in the area of agri- 
cultural production itself as well as in the area of providing services. 


In the area of agricultural production, this form of cooperation involves primarily 
rearing of heifers from lowlands for 2 years in foothill or mountainous areas up to 








the fifth or sixth month of calving; supplying of calves for large-capacity calf- 
breeding facilities; supplying of horned cattle to companv feed lots for fattening 
under contract; supplying of calving heifers to large-capacity cow barns; supplying 
piglets to large-capacity fattening pens, etc. 


These forms of cooperation among enterprises are not restricted to enterprises in 
the same district or region, but can involve enterprises from various regions. 


The area of providing services under simple forms of cooperation includes primarily 
drying and production of fodder in drying facilities and baling of fodder for other 
enterprises; cooperation in utilization of specialized agricultural technology; 
utilization of large-capacity potato storage facilities; utilization of large- 
capacity airconditioned storage facilities for fruit and vegetables, etc. 


Dver the past several years simple forms of cooperation have expanded considerably, 
in some districts to the point of constituting an important prerequisite for opera- 
tion of large-capecity facilities, particularly for individual categories of horned 
cattle in JZD [Unified Agricultural Cooperatives], state farms and SZP [State Agri- 
cultural Enterprises], as well as efficient utilization of drying facilities, 
special-purpose mechanization facilities, etc./ 


For the above-stated reasons, simple forms of cooperation among enterprises can be 
recommended for wider practical applications. 


Types of Cooperative Associations 


Cooperative associations are based on long-term, usually permanent, relations among 
agricultural enterprises for economic collaboration in production. This form of 
cooperation is being developed for operation of jointly procured large-capacity 
technological means, installations or facilities, or for permanent utilization of 
large-capacity production facilities or installations of one or more participating 
organizations. 


The basic organs providing for joint operations on the basis of cooperative associa- 
tions are the /cooperative council, the operator and the reviewing committee/. The 
cooperative council or the operator can also establish--according to need and the 
extent of operations of the association--other auxiliary or executive organs, such 
as, e.g., various committees, technical manager or technical management of cooper- 
ation. 


Cooperative associations, which are currently developing activities in the area of 
providing various services for agriculture, auxiliary or associated production, 
processing or storage of agricultural produce as well as in the area of agricul- 
tural production itself, can be divided in essence into four basic types: special- 
ized cooperative associations; specialized cooperative associations with a wider 
scope of activities; cooperative associations engaged in multiple operations; 
cooperative associations running complex operations. 


Specialized Cooperative Associations 
Specialized cooperative associations focus their activities on /one of the branches/ 


of plant or animal /production/, or on /a single activity in the area of providing 
services/. 
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In the area of agricultural production this category includes associations for joint 
breeding of calves, fattening of steers, breeding of heifers, keeping of milch 
cows, fattening of hogs; this also includes associations specializing in growing of 
corn, fruit and vegetables, flax, etc. 


The area of providing services comprises associations for joint procurement and 
utilization of agricultural equipment, drying and baling fodder, purchasing and 
storage of spare parts, construction operations, postharvest processing and storage 
of produce from plant production, etc. 


The membership base of specialized cooperative associations and their territorial 
extent of operations varies; it depends on the type and extent of jointly operated 
activities, the production or processing capacity of large-capacity installations, 
facilities or technical equipment jointly procured, utilized or operated by members. 


Thus, e.g., as of 1 January 1980, specialized cooperative associations for procure- 
ment and utilization of heavy agricultural equipment had an average membership of 
two to three JZD, for drying and baling of fodder three to four membership organiza- 
tions, the same as most of the specialized cooperative associations active in animal 
production: for breeding of heifers two to three member organizations, for keeping 
of milch cows three member organizations, for fattening of cattle and hogs three to 
four membership organizations. 


The sphere of interest of a great majority of specialized cooperative associations, 
particularly those oriented toward production, ranges in the average approximately 
5,000-7,000 hectares of agricultural acreage, approximating the territorial extent 
of the former groups of cooperatives. An exception are some associations for fruit 
and vegetables whose sphere of interest matches or even exceeds district boundaries. 
Specialized cooperative associations for transportation and maintenance repairs 
operate mostly in the territorial framework of cooperative districts. 


This type of cooperation among enterprises does not call for any substantial organ- 
izational or economic changes in the structure of the operational process of the 
member organizations; mutual exchange of production factors or activity in jointly 
operated specialized branches of production, services or installations form an 
integral part of their operational process and membership organizations exercise 
over them decisionmaking and controlling jurisdiction through the cooperative coun- 
cil. 


Specialized Cooperative Associations with a Wider Scope of Activity 


Specialized cooperative associations with a wider scope of activity gradually 
develop from simple forms of caoperagign and ~ypm specialized ,cooperative associa- 
tions. They orient their activities on /several branches/ of plant or animal 
/production/, or jointly operate /all of plant or anime’ production/. 


In the area of plant production, this category includes cooperative associations for 
joint planning and operation of plant production, which are known primarily from 

the Usti nad Orlici District where nine associations of this type are active. 

One cooperative association for joint planning and operation of plant production is 
also active in the Rakovnik District and its operator is the JZD in Panosi Ujezd. 














The membership base of specialized cooperative associations with a wider scope of 
activity in plant production is usually formed by three to four JZD with a total 
agricultural acreage of 5,000-10,000 hectares. 


In the area of animal production, the association involves, e.g., joint planning 
and operation of animal production, particularly joint planning and operation of 
several categories of cattle breeding or cattle breeding in general. These 
associations have been successful particularly in the Jablonec, Liberec and Ceske 
Budejovice districts. 


Specialized cooperative associations with a wide scope of activity in animal pro- 
duction usually operate in the territorial framework of cooperative districts, such 
as is the case, e.g., in the Ceske Budejovice and Strakonice districts, or in the 
terrirorial confines of smaller districts--Jablonec and Liberec. 


Operations of specialized cooperative associations with a wider scope of activity 
call for merging of production, planned coordination and centralized control of 
jointly operated phases of the production process of member establishments or or- 
ganizations. This presupposes singling out for separation of a part of the /pro- 
duction from the economic, controling and decisionmaking jurisdiction of member 
establishments and its transfer/, particularly where the association operates on a 
larger scope, /to a special control organ--technical management/--which has been 
endowed by member organizations in the cooperative agreement with the requisite 
jurisdictions. 


Cooperative associations of this type thus represent the establishment of an organ- 
izational structure for production headed by its own control organ, which does have 
close natural and economic linkage to the productive process of the participating 
enterprises, but the structure of which can be influenced by member enterprises 
only through democratic organs of the ass ciation. 


Cooperative Associations Engaged in Multiple Operations 


Cooperative associations engaged in multiple operations usually operate in the ter- 
ritorial framework of cooperative districts and represent the most advanced form 
of cooperation among establishments without creation of a new organization in the 
CSSR. 


On the basis of delineated contractual relations, they implement /certain phases 
of the productive process of member organizations,/ usually developing /in addition 
to joint activities in the sphere of agricultural production also joint services of 
a -roduction-oriented or other nature/ for member organizations or, as the case may 
be, even nonmember organizations. 


Cooperative associations engaged in multiple operations developed in the Czech 
Socialist Republic gradually from specialized cooperative associations with a wider 
scope of activity in cattle breeding. In the Slovak Socialist Republic this form 
of cooperation among establishments is being experimentally verified in three dis- 
tricts (cooperative districts) and is initially oriented toward a specific sector 
of production or services which appear to be the most needed, with the proviso 

that additional joint activities will be developed gradually. 
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An example of a cooperative association engaged in multiple operations active in the 
territorial framework of a cooperative district can be the cooperative association 
bearing the designation Cooperation of Animal Production JZD Blatna in the Strakonice 
District. 


This cooperative association, formed by nine JZD with a total agricultural acreage 

of 16,773 hectares (12,452 hectares of cultivated acreage), after its foundation 
focused on joint breeding of calves, hot-air drying of green fodder and its baling. 
It kept meeting with excellent results and gradually expanded its operations to the 
extent that it currently provides for member organizations operation of calf-breeding 
facilities (with a capacity of 1,360 calves), two drying plants (BS-6 and BS-12), 

two fodder-baling plants, transportation (of green fodder, calves, manure distri- 
bution and other transportation tasks for member and nonmember JZD), operation of 
heavy equipment, repair, maintenance and building construction as well as operation 
of a computer center. 


The cooperative association is completing a self-help project in the form of a 
facility for raising young cattle with a capacity for 3,500 heifers and in the 
course of the Seventh Five-Year Plan it plans expanding the capacity of its calf- 
breeding facility to 3,100 calves and construction of a large-capacity cow barn 
with straw bedding and a capacity for 2,000 dairy cows. In the Eighth Five-Year 
Plan it will convert freed installations into a fattening lot for steers with an 
overall capacity for 3,000 animals. 


The cooperative association provides member organizations with counseling in the 
area of feeding techniques and mixing of feed rations, in relation to the needs of 
jointly operated branches of animal production it channels concentration and 
specialization of plant production in member JZD in general and that of bulk fodder 
in particular. 


The cooperative association in Blatna is meeting with very good results and in 3 
years of its operation (1977-1979) it secured for member cooperatives an overall 
economic result on the order of Kes 7.25 millions. 


Cooperative Associations Running Complex Operations 


Cooperative associations running complex operations provide on the basis of pre- 
cisely formulated and specifically ‘elineated contractual relations for the /key 
aspects of the productive process of member organizations in both plant and animal 
production as well as in services./ 


Cooperative associations running complex operations usually develop from specialized 
cooperative associations with a wider scope of activity in plant and animal pro- 
duction. Inasfar as these associations developed from sepcialized cooperative 
associations with a wider scope of activity in plant production, they are usually 
active in a territorial framework of one to two of the former groups of cooperatives. 
Inasfar as the basis of cooperative associations running complex operations were 
specialized cooperative associations with a wider scope of activity in animal 
production, they are active in the territorial extent of a cooperative district. 








Cooperative associations of this type engage, as a rule, primarily in the following 
operations: 


They control all joint activities delineated by the agreement of cooperation. The 
control function is carried out by the cooperative council of the association, which 
primarily makes decisiuns regarding the economic relations within the association, 
the manner of combining financial and material resources and their utilization, 
cooperative price policy, allocation of economic results, etc., selection of man- 
agerial and production personnel of the association and also the contractual rela- 
tions toward partners of the association in the sphere of production, services and 
trade. 


They coordinate the procedures of member organizations during changes in orientation 
of production; concentration of production into specialized production units and 

the resultant mutual deliveries of products and services; coordination of medium-term 
and annual production and fiscal plans of member establishments, in both plant and 
animal production, technical services, nonagricultural activities, investment con- 
struction, rebuilding and adaptations, technical development, in the sphere of 
manpower, etc. 


According to the needs of advancing distribution of labor, they organize various 
forms of interenterprise cooperation among the member organizations of the associa- 
tion, transfer of scientific findings to member organizations, promotion of improve- 
ments in qualification and training of personnel for large-scale facilities and 
installations of the associations, etc. 


Cooperative associations of this type represent, in comparison to the other forms 

of association mentioned earlier, a qualitatively higher, more advanced form of 
coordination, organization and management of the productive process of member organ- 
izations with gradual implementation of the concept of concentration and specializa- 
tion of agricultural production. 


The category of cooperative associations running complex operations active in the 
territorial framework of the former groups of cooperatives includes, e.g., the 
/cooperative association located in Zalsi,/ Usti nad Orlici District. This 
association developed from an association for joint planning and operation of plant 
production and is currently engaging in the tollowing joint operations: key plant 
production, fodder cultivation and processing, breeding poultry for slaughter, 
forrestry production, associated production, mechanization and maintenance repairs, 
construction activities. 


In addition, the association provides for its member JZD cadre and personnel man- 
agement, work safety, fire protection, civil ¢°fense, energy and water management. 


The cooperative association in Zalsi has three member JZD with a total agricultural 
acreage of 9,284 hectarer. (7,415 hecteres under cultivation) and provides also co- 
ordination in remuneration, planning and control activities, coordinating and organ- 
izing also social and educational activities in member JZD. 


The cooperative association in Zalsi is curreatly building jointly with the co- 
operative association i. Vysoke Myto a large-capacity, multistory calf-breeding 











facility so that it will provide another joint activity in the area of animal 
production--breeding of calves for the associations’ member organizations. 


From what has been said it follows that the experiences by member organizations in 
several years of joint planning and operation of plant production failed to confirm 
the initial concept--by developing cooperative relations gradually separate plant 
and animal production in member organizations and form individual specialized 
establishments for plant and animal production. On the contrary, development of 
new joint activities, particularly joint fodder cultivation and processing and some 
joint projects in animal production, bring about--on the basis of a cooperative 
association running complex operations--not only economic, but also technological 
and organization “interface,” integration of plant and animal production of member 
organizations. 


Specific problems relevant to development of cooperation among establishments without 
creation of a new organization will be dealt with in the next issue of this period- 
ical. Subsequent issues will deal with the problems of joint agricultural enter- 
prises. 


8204 
CSO: 2400/254 











CZECHOSLOVAKIA 


RESULTS OF INNOVATION, IMPROVEMENT EFFORTS SUMMARIZED 
Prague SVET HOSPODARSTVI in Czech 8 May 81 pp l, 2 


[Article by Eng Vera Kardasova, Czechoslovak Bureau of Statistics: "Initiative 
of Inventors and Innovators" ] 


[Text] Our economic policy at the present time is particularly stressing the develop- 
ment and implementation of factors that intensify our economy. Scientific techno- 
logical development, a part of which is the innovation and improvement effort, pro- 
vides the main springboard for a more efficient economy and higher labor productivity 
and reflects the interest of our working people in continuously upgrading the tech- 
nical standard of production and goods as well as the growth of technical skills of 
innovators, their creativity and active cooperation of the workers with technicians 

in practical application of science and technology. 


During the Sixth Five-Year Plan, almost 28,500 claims of inventions were filed by 
Czechoslovak authors in the CSR, i.e., 80 percent of the statewide total of filed 
applications. In 1980, during the first year of utilization of the inventions, 
their public benefit amounted to Kes 385 million, and over the Sixth Five-Year Plan 
to Kes 1,834 million, which is 59 percent more than in the 1971-1975 period. The 
overall public benefit from inventions applied in our national economy reached 

Kes 5.25 million in the 1976-1980 period. 


Among the inventions with the greatest public benefit in the Sixth Five-Year Plan 
are, for example, the invention connecting an electronic reactive power regulator 

in the Electrothermal Equipment Works, national enterprise, with total public 
benefit of Kes 41 million in the form of electric power conserved; an invention 

for the production of hydrocarbon fraction of high purity, enriched by standard 
paraffin hydrocarbon in the Chemical Works of Czechoslovak-Soviet Friendship 
syndicate in Zaluzi, whose total public benefit in savings of raw materials amounted 
to more than Kes 15 million, and the invention of an equipment controling plasticity 
of porous concrete in the Research Institute for Construction Materials in Brno with 
public benefit of almost Kes 15 million; utilization of that equipment enhanced labor 
productivity and improved quality. Application of two inventions (sole and heel 
material and polyester urethane system in shoe manufacture) saved materials and 
resulted in high profits for the Svit national enterprise in Gottwaldov at a total 
over Kes 9 million. 


Nearly 1.i million suggestions of improvements were submitted in 1976-198) in 
enterprises and organizations on the territory of the CSR, which is 30 percent 











above the preceding five-year plan and 77 percent of the total of applications 
statewide. Most suggestions were submitted in 1980, namely, 233,265, which is 
17 percent more than in 1975. The number of improvement suggestions submitted 
in 1980 was at the level of 46 improvement proposals per 1,000 workers, on the 
average 6 more than in 1975. 


The share of innovations approved (accepted) in 1976-1980, which has not changed 
distinctly, was in the range of 56-58 percent of the total number of submitted 
innovations; total amounts of approved innovations increased in accordance with 
the increase in submitted proposals. The share of the newly utilized innovations 
remained basically constant; in individual years of the five-year plan it amounted 
to 49-51 percent of the total of submitted innovations and to 87-98 percent of 
adopted innovations, with an ascending tendency in the last 3 years of the five- 
year plan. 


Public benefit in the first year of utilization of innovations reached almost 
Kes 13 million in the Sixth Five-Year Plan, i.e., 64 percent more than in the 
preceding five-year plan, with a peak--Kcs 3 million--in 1980. 


Next to the growing number of implemented innovations the increasing significance 
of the implemented innovations enhanced the growth of public benefit in the first 
year of their utilization, which in 1980 amounted to Kcs 25,861 (19 percent more 
than in 1975). 


In addition, overall public benefit derived from implemented innovations was 
systematically rising; this fact further proves the success of the innovation 
effort and its correct focus on our vital economic areas. 


Among the most successful innovations which generated most significant public bene- 
fits we may mention the suggestion for improvement of the waste water purification 
system in the plant of the Texlen national enterprise in Rudnik, with public benefit 
of Kcs 14.2 million, mainly in savings of investments; suggestions for improvement 
of new technology in the production of wine marc distillate which saved the Slovacko 
Canning Plants in Uherske Hradiste Kes 13.3 million in raw materials and materials; 
the suggestion for improvement by employees of the Impro engineering supply organiza- 
tion in Prague, which replaced electric shaft furnaces imported from the capitalist 
states with equipment manufactured in Czechoslovakia, thus saving Kcs 3.7 million 

in foreign exchange; furthermore, the production of liquid paraffin introduced in 
the Chemopetrol communa! enterprise, which saved Kcs 7.3 million because of more 
economical utilization of raw materials and in higher profits; and replacement for 
fatty alcohols in the Rakona national enterprise in Rakovnik with Kcs 5.5 million 

in savings of raw materials. 


An important factor in the development of the invention and innovation effort con- 
cerns expeditious practical implementation of new solutions. Currently the situa- 
tion is not very favorable; about 50 percent of the proposals are implemented and 

the process from concept to implementation is relatively long. We must act on the 
premise that inventions and innovations become effective factors in the technological 
process only when they are implemented. Therefore, the decisive moment in the next 
stage must be an active approach to the implementation of inventions and innovations. 
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CZECHOSLOVAKIA 


GENERAL ENGINEERING INDUSTRY IN FIRST QUARTER 1981 VIEWED 
Prague HOSPODARSKE NOVINY in Czech 12 Jun 81 p 2 


{Article by Jiri Poslt, deputy manager of the department of the CPCZ Central 
Committee: "General Engineering") 


[Text] The first quarter of the current year was marked by a low share of the 
production of goods fulfilled in January, which was due to insufficient specificatipns 
at the beginning of the year and to lagging deliveries, primarily those of basic 
metallurgical materials. This was reflected in the fact that certain enterprises, 
particularly the economic production units of the Czechoslovak Automobile Plants in 
Prague, the Engineering Technology Plants in Prague, and the Prago-Union in Prague, 
failed to fulfill their plan. On the basis of such results in January the management 
of the ministry took immediate measures to improve the supplier-consumer relations 
and to obtain the necessary supplies. By February those measures began to take 
effect when the plan for production was exceeded by Kcs 64 million, and especially 

in March when further improvements were achieved. The quarterly plan for the 
production of goods was thus surpassed by Kcs 118 million and 24 percent of the 

quota for the whole year was achieved. 


At the end of the quarter the number of enterprises that had failed to meet their 
plan dropped from 26 to 13 organizations, and the overall shortfall in the 
production amounted to Kes 171 million, a major part of which was caused by the 
enterprises of Tatra in Koprivnice with Kcs 81 million, Praga in Vysocany with Kcs 
14 million, the Automobile Works national enterprise, in Mlada Boleslav with Kcs 
18 million, and the Orlican in Chocen with Kcs 15 million. The nonfulfillment was 
caused mainly by shortcomings in technical materials from domestic sources as well 
as from import, and by an insufficient production and supply of semifinished 
metallurgical products. 


In order to achieve a better balance in the fulfillment of the tasks for individual 
quarters and months not only in volume indicators but also in deliveries of useful 
production, the time which was prepared for individual months for individual 
economic production units has become the basic criterion for the specification of 
the planned tasks and for their assessment. The directions of the Set of Measures 
expanded the control of the fulfillment of the plan by adjusted value added, drawing 
of wages payable, review of the iemaining assets of the special compensation fund, 
and basic efficiency indicators--profitability of operating assets. At the same 
time the fulfillment of plans for innovation of consumer goods is controlled more 
intensively. 

















Deliveries for export to the socialist countries which have been fulfilled most 
successfully achieved in the first quarter a share of 25.3 percent of the annual 
task in prices quoted as "all charges paid." Deliveries for export to the non- 
socialist states were fulfilled substantially better than im the past years, with 
the share of their fulfillment at 21.8 percent (in prices quoted as "all charges 
paid"). However, the share of the deliveries for the domestic market, whose plan 
has been exceeded by Kcs 240 million in retail prices, amounts to only 16.3 percent 
due to the continuously stagnating sales of automobiles in our domestic market. 


The deliveries for capital investment remain on approximately the same level as is 
the preceding years. 


The consequences of the fulfillment of decisive indicators for the whole ministry 

as well as according to individual economic production units, including the wage 
development in relation to adjusted value added and the development of profitability 
of operating assets, are the subject of regular monthly reviews at conferences of 
general directors where the causes of deviations from the plan are studied and 
measures for prompt solutions of the disclosed shortcomings outlined. 


It may be said in general that in the first quarter the Ministry of General 
Engineering fulfilled all decisive indicators, although in some instances at lower 
shares of the annual plan, for example, in deliveries to consumer goods inventories, 
and at lower profits. 


On the basis of the submitted projection it is presumed that the main indicators 
will also be uniformly fulfilled in individual months of the second quarter in 
accordance with the timetable. The volume of the production of goods will meet 50 
percent of the annual task. The share of the projected fulfillment continues to 
be low in the economic production units of the Zbrojovka in Brno (49.2 percent), 
the Heavy Engineering Works in Martin (48.8 percent), and the Czechoslovak 
Automobile Plants in Prague (45.6 percent), where the fulfilled shares are the 
lowest because of chronic shortcomings in the material-technical supplies and 
cooperative deliveries, and in Engineering Technology Plants in Prague as a result 
of a fire in the Farm Machinery Plants in Trencin. Other economic production units 
are fulfilling their shares at above 50 percent. 


In sales categories the outlook for deliveries to the domestic market is unfavorable 
in the economic production unit of the Czechoslovak Automobile Plants. Deliveries 
for export to the socialist states, whose shares of annual tasks will be fulfilled 
at 50.6 percent, continue to be the best fulfilled category of sales. 


Deliveries for export to the nonsocialist states are being fulfilled better than 
during the same period of 1980. It is envisaged that annual shares in prices 
quoted as “all charges paid" will be fulfilled at 46.2 percent and in wholesale 
prices at 47.9 percent. The projected fulfillment is further affected by the still 
low coverage of orders and by cancellations in foreign trade, particularly as 
concerns cultivators (where only 41.6 percent of shares will be fulfilled) and textile 
ejuipment manufactured by the Elitex economic production unit in Liberec (where only 
29.6 percent of the annual task will be fulfilled). 








Measures will be implemented in the second quarter to improve the balance of wages 
payable drawn and the adjusted value added. Moreover, the fulfillment of the shares 
in profitmaking will be increased to achieve almost 47 percent of the annual task. 


The technological standard of goods--as regards products rated according to their 
quality--has--distinctly improved compared to the same period of last year. The 
absolute volume of first-quality products which is up by 15.6 percent represents 
already Kes 2 billion, while the production of goods of third quality has dropped 
to 35.6 of last year's level. Waste was cut from 1.1 to 0.98 percent. 


The volume of new products amounted to Kcs 4.3 billion, i.e., 18 percent of the total 
production of goods; at the time the goods of high technological standard make up 
approximately one third of new products. 


Deliveries for export to the nonsocialist countries may show a relatively low share 
of the annual plan, however, as compared with the same period of 1980 the per share 
fulfillment is higher. Conspicuously low shares were noted in the first quarter of 
1981 in the economic production units of the Czechoslovak Automobile Works in Prague 
(17.8 percent), Engineering Technology Plants in Prague (19 percent) and Elitex in 
Liberec (14.2 percent) in prices quoted as "all charges paid." With simultaneously 
exceeded timetables in those organizations, the economic production units lack 
sufficient orders for deliveries from the enterprises of foreign trade. 


In capital investment proper it has been noted that low limits for works and 
deliveries (15.2 percent) are being drawn, particularly the limit in construction 
projects which were supposed to have priority (17 percent) over general works and 
deliveries. This is obvious mainly in the economic production units of the 
Zbrojovka in Brno, Ball Bearing Works in Povazska Bystrica, Engineering Technology 
Works in Prague, Aero in Prague, and General Engineering Works in Brno. 


In terms of financial indicators, savings of miteria: und other costs are being 
fulfilled best of all, as evident from comparison with the timetable as well as with 
the annual plan. On the other hand, total costs have frequently been exceeded, 
mainly because of higher credit rates for inventories stockpiled above the plan. 


It is therefore necessary to keep focusing the management and the development of 
labor initiative on the quality of the production and disclosing unused assets. 
Every relaxation, every inconsistency and lenience toward shortcomings mean 
nontulfillment of the stipulated tasks. There is every right to expect that all 
managers will demonstrate expertise and political maturity and be able to deal with 
problems and resolve them promptly, especially those that caused us serious 
difficulties in the past. 
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CZECHOS LOVAKTA 


METAL-FORMING DESIGN ENGINEERS BLAMED FOR PRODUCT INEFFICIENCY 
Prague RUDE PRAVO in Czech 13 Jul 81 p 5 


[Article by Dr Zdenek Mysicka: "What Hinders Progress in Metal-forming 
Manufacture--Necessary Conditions for Quicker Application of Progressive Technology") 


[Text) The economic effect of production is in the hands of 

the design engineer; he creates both the level, parameters and use 
value of production and the provisions for production processes. 
Thus, deficient utilization of metal-forming technology starts 

on the drawing boards of designers who have not learned how to 
design pressed products. The truck cab may serve as an example of 
all of our products. It consists of about 350 principal pressed 
parts, while similar foreign models have about 80. Our own product 
is thus necessarily four times as labor intensive and naturally 
more expensive. 


The curriculum of our technical and advanced technical schools that teach the 
specialty of metal forming does not include the subject of design technology 

which would cover the design of sheet-metal products and substitution of pressed 

for massive parts. Nor does our research deal with the combination of theory and 
practical application. The same may be said about the design of parts made of 
powdered metals and plastics which, together with sheet metal, provide the basis 

for most economical line production. Unless parts suitable for forming are 

created on the drawing boards of the designers, major development of this technology 
can hardly be expected. Corresponding utilization of modern forming machines and 
mechanized tools is also unfeasible. 


Material and Technology 


Further progress in metal-forming manufacture and in mechanization and automation 

of metal-forming processes, depends on an adequate range of quality input materials. 
At present, we lack a broad range of qualities and dimensions of cold-rolled 

strips; materials for exacting drawing and reducing processes, and more suitable 
materials for bulk metal forming. An automated or semiautomated production process 
cannot use nonquality sheet metal that causes stoppages and damages the tools and the 
forming machines and the mechanization and automation equipment itself. 
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Many metal-forming processes have been developed that make it possible to 
produce efficiently different varieties, shapes and dimensions of products, work 
different materials and thus replace the traditional machining, casting and 
forging. Hydromechanical drawing, precision shearing, profiling, combined 
shearing, bending, welding, heating and stamping on automatic metal- forming 
machines; expanding, extruding, rolling and other metal-forming technologies make 
it possible to produce parts with high savings of labor, production space and 
energy and with minimum waste of material and suitable strength properties. Only 
a few of the listed processes, however, are used in our country. 


Small Capacities of Tool-Fabrication Shops 


The small capacity of our tool-fabrication shops, equipped mostly with obsolete 
machinery, is another important drawback. Concentration of technological and 
production capacities would allow us to achieve efficiency in this area where there 
are common problems of heat treatment of material, of modern equipment for tool 
production and above all, of good design concepts. Standardization of tool parts 
and universal tools also have great potential. 


Lack of coordination between research, development and production has adversely 
affected the production of forming machines. Many resources of research and 
development facilities are being squandered; in the framework of national and 
departmental tasks, funds have been expended for construction of prototypes of 
forming machines which either will not reach the production line or will do so 
only after their design has become obsolete. 


Shall We Have Cooperative Metal-Press Facilities 


Beside deficiencies for which the producers of the metal-forming machines and the 
suppliers of the input material bear responsibility, there are deficiencies 
attributable to the users. For more than 20 years we have talked about so-called 
cooperative press facilities or shops associated with VHJs [economic production 
units{, which would have at their disposal all the means for successful production; 
in particular, the concentrated capacity for design and production of tools and 
the possibility of centralizing the small-scale production of individual concerns. 
Only such facilities can rationally utilize advanced machinery, new technologies, 
mechanization and automation equipment, and well-conceived tool designs, purchase 
the needed quantitites of material, and humanize the work on the presses. 


The whole complex of problems ends with the man operating the press. Our press 
shops show a high fluctuation among the workers and even a greater shortage of 
personnel than lacquer-application shops and foundries. Brigade workers are used, 
mostiy from the ranks of the technicians who then hardly have time to process 

the technological data at the level of current production, let alone think about 
how to improve the situation. The low wage scale is not the sole reason for the 
unattractiveness of the w*°* ‘» the press shops; rather, the unsatisfactory working 
conditions, particularly t... ise level that exceeds the permissible level set by 
safety standards, and the heavy, dangerous and monotonous work that requires 
constant attention. All this brings about a lowering of the qualification level 
of che press operators, while the useful life of expensive equipment depends on 
their work. 
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We must, therefore, view mechanization and automation of metal-forming processes 
not only as a means for increasing productivity but foremost as providing a 
humanized place of work and insuring appropriate conditions for metal-forming 


work. The worker in the press shop should have only a control function, insuring 
the feeding, adjustment and maintenance of the machinery. 
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HUNGARY 


COPING WITH DECENTRALIZED ECONOMY DIFFICULT 
Budapest MAGYAR HIRLAP in Hungarian 20 Jun 81 p 7 


[Article by Eva Bota: “Experiences of the Economic Committee; Transformation is 
Protracted; Excessive Demand, Unfavorable Critical Situation; the Ethics of Market 
Behavior Must be Worked Out"] 


[Text] The Council of Ministers recently approved the report of 
the Economic Committee on measures taken for the purpose of ful- 
filling contract obligations among enterprises and on experience 
in the observance of delivery regulations. 


The modifications in the regulations of last year did not essentially affect the 
market contacts of the economic organizations nor contractual discipline. The eco- 
nomic conditions, on the basis of which the legal contract relations are established, 
will continue to exist, or will change only slightly. Among these conditions can be 
numbered that the market is dominated by demand, that is, an excess demand exists 

at decisive points in the economy; the frequently unfavorable deployment of stock, 
financing difficulties and the barely progressing transformation in the organiza- 
tional system of the economy. 


Distorting Monopolies 


More subdued production in accord with the aspirations of the economic policy and 
domestic consumption have lessened the superiority of the supplier and investment 
contractors in some areas; and their willingness to enter into contracts and to 
make reasonable compromises have also grown. The bulk of the commodity trade has 
been conducted through delivery contracts. 


According to available data an increase in orders can be anticipated in 1981. An 
exception is the construction industry, where orders are following an unchanging 
tendency to drop. We hope that this phenomenon will not again lead to hardening 
the attitude of suppliers. As a result of restricted production, the situation in 
the investment market has especially improved. However, along with reduced tension, 
there is currently a very strong disparity between contracting parties. It is com- 
mon today for contractors not to conclude contracts, or to make them with very long 
terms, and to make their execution dependent on the work of their subcontractors, 
while they still systematically transgress the accepted deadlines. 
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Even with the general improvement in the readiness to conclude contracts, the pro- 
portion of change in contracts, of modifications in shipping terms and of compulsory 
substitutions will continue to be relatively high. This can be attributed to faulty 
market information and to supply difficulties. Stock is found mainly in the hands 
of the users, a fact strongly motivated today by the search for security. In con- 
trast with the relatively high level of stock, it often happens that the enterprises 
are forced into substitution or reorganize production because of the lack of neces- 
sary materials. In the current situation trade in the means of production is not 
capable of compensating for fluctuations in market demand, and the size and composi- 
tion of inventories and financing worries are also retarding factors. 


One of the essential areas in the modification of regulators has been the price 
mechanism. Worthy of attention is the fact that after the initial uncertainty the 
majority of the enterprises were able to adjust adequately in their marked contracts 
to the new requirements, and the previous reservation in making contracts is dis- 
appearing. The price regulation, especially in the area of competitive prices, has 
increased the acceptance of risk on the part of the manufacturing industry, and the 
time limit of enterprise prognostication has generally been shortened as a result 

of rapid changes. The enterprises are trying to reduce risk with undesirable means; 
sometimes they do not confirm orders and do not establish firm prices. The 
monopolistic position of some enterprises, exaggerated enterprise centralization, 
produces distortion. (This can lead to a number of other problems, depending upon 
whether the enterprise is a buyer or a supplier.) The large enterprises are also 

in a more favorable situation in the buyer position, and the small plants and 
cooperatives can generally conclude contracts for the supply of materials only 
after the “large buyers." /ransformation of the enterprise organizational system 

is on the agenda, but its effect on contractual discipline can scarcely be perceived 
yet. Still, it can be anticipated that the potential buyer enabled to choose from 
among several suppliers will have a better position than before. (Organizational 
transformations will proceed with some shocks. Sometimes the distribution of 

orders among legai successor enterprises is uncertain, and perhaps under transforma- 
tion the enterprises may find it more difficult to undertake sales obligations.) 


The numerous economic associations which have appeared recently affect the °nter- 
prise organizational system. One essential point seems to be that enterprises 

have to get completely involved in the associations they set up. Unfortunately, 
there is no possibility at the present time of any large enterprise to separate its 
assets for a definite goal and of establishing a subsidiary enterprise of inde- 
pendent organization on the pattern of joint enterprises. But such practice would 
be particularly justified if the ente’prise first assigns definite activity--for- 
eign cooperation--to a single unit or factory. 


Still No Regularity 


The report of the Economic Committee also stated that legal regulation of contracts 
provides a suitable framework for commodity trade of the economic units, but that 
the law is not able to exercise organizational power which could balance or elimi- 
nate economic difficulties which determine contractual relations. 


Among the problems awaiting solution is the fact that Section 4 of the Civil Code 
prohibits dishonest economic conduct, and thus violations through economic 
superiority, only in a general way. This issue becomes important when the lack 
of market equilibrium or a monopolistic condition brings about a change in power 
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between the contracting party has the stronger position. The general prohibition 
is aimed at ending these abuses. The resolution referring to dishonest behavior 
to a special statutory provision. But in practice there is no comprehensive 
regulation which would determine cases of dishonest conduct and the pertinent 
sanctions. At present in this respect the regulations only discuss some special 
questions, cases of economic penalty and the method of imposing it. All of this 
requires new legal provisions, and a 1980 resolution of the Council of Ministers 
prescribes their establishment. But until the statutory regulations are produced, 
it may be expedient to develop general behavioral regulations saving as recommen- 
dations, which will set up ethical norms for enterprises. 


Resistance by Suppliers 


The experience of Price Office resolutions in connection with regular commodity 
trade was examined. As is well-known, the purpose of the regulations was to reduce 
user inventories, to make production steadier and more organized, and to improve 
supplies of material. Naturally these goals could not be achieved by resolutions 
alone. It even became clear that results which could be reasonably anticipated 

did not appear. According to repeated appraisals the regulations did not exert 

the necessary influence, primarily because of the resistance of suppliers. Last 
year in the wake o! these examinations the National Material and Price Office intro- 
duced economic penalties against several enterprises, and consequently the enter- 
prises are now more willing to follow the legal statutes, although not as much as 
desired. 


On the suggestion of the Economic Committee, the government delegated the Chamber 

of Commerce to develop basic principles of market behavior to repress dishonest 
market conduct and abuse of superiority, and to work out the general ethical norms 
of honest business behavior. At the same time the Chawber is to establish a forum 
to channel enterprise activity in the correct direction and to reconcile differences 
between enterprises. In its legal regulation of dishonest management the Ministry 
of Justice is also to use the recommendations and practical experience of the 
Chamber. 


The Council of Ministers commissioned the authorized pricing authorities to 
repeatedly examine the exercise of the Price Office resolution published in 1977 
on price adjustment connected with regular commodity trade. They will also review 
the areas in which the resolution cannot should not be applied for technical, 
technological or economic reasons, and will publish their results. 
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DEFENSE MINISTER ORDERS ESTABLISHMENT OF SPECIALIZED SCHOOL 
Budapest MAGYAR KOZLONY in Hungarian No 39, 7 Jul 81 pp 605-606 
[Decree by the minister of defense] 


[Text] Decree No 2/1981 (VII 7) HM [Minister of Defense] by the minister of 
defense concerning establishment of a specialized aircraft mechanic and aircraft 
instrumentation secondary school for junior officers. 


Based on authorization received from the Council of Ministers, I order the following, 
in agreement with the minister of education, minister of transportation and postal 
affairs, and the chairman of the Council Office of the Council of Ministers: 


Paragraph 1. A Specialized Aircraft Mechanic and Aircraft Instrumentation Secondary 
School for Junior Officers (hereinafter: specialized secondary school) will be 
established in Szolnok. The purpose of the specialized secondary school is to 

train junior career officers who will earn their secondary school diploma and 
skilled worker certification as aircraft mechanic or aircraft instrument technician. 


Paragraph 2. 


(1) The specialized secondary school will be maintained and directed by the 
minister of defense. 


(2) The minister of defense exercises top level control of the junior officer 
training in the specialized secondary school, and the minister of education 
exercises control over the professional training and general education, as well 
as over the [various] areas of general upbringing. 


(3) The minister of defense exercises supervision over general learning at the 
specialized secondary school, while the immediate professional supervision of 
technical training and general education as well as of general upbringing is 
exercised by the Szolnok megye council executive committee's technical management 
organ in charge of educational tasks. 


Paragraph 3. 


The school's commanding officer (director) and its teachers are appointed by the 
minister of defense. 
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Paragraph 4. 

(1) Applications to the specialized secondary school will be accepted each year 
between 1 February and 31 March on the basis of competition announced by the 
Ministry of Defense--observing the general regulations concerning the mandatory 
educational requirements. 

(2) Conditions for application are: 

a) Hungarian citizenship; 


b) the 14th birthday reached, but the 16th birthday not reached by 1 September of 
the year of enrollment; 


c) the elementary school’s recommendation in the cases of those who will complete 
the eighth grade of elementary education in the year of enrollment; for those who 
have completed their elementary school education, in addition to this [recommenda- 
tion] also a report card proving successful completion of the eighth grade; 

d) professional and military suitability; 

e) agreement to enter career military service; 

f) written authorization by the legal guardian. 

(3) The Ministry of Defense makes the decision about accepting the applicants. 


Paragraph 5. 





(1) When enrolling in the specialized secondary school, the applicant with his 
legal representative [guardian] concurring, enters into an educational contract 
with the Ministry of Defense. In accordance with this--in addition to the items 
specified in Section (2)--the specialized secondary school provides him with free 
dormitory living, full care (food and nealth), uniform, books and study supplies, 
and will cover all fees and costs of tests (except fees to upgrade courses failed, 
and for repeat tests for highschool diploma). The person participating in special- 
ized secondary school training (hereinafter: training participant) agrees in the 
contract that after completion of 4 years of study he will serve as career junior 
officer in the Hungarian People's Armed Forces. 


(2) The training participant is a pupil of the school in the first 3 years of 
training and is entitled to the rights and is subject to the responsibilities 
corresponding to his relationship as trainee at the specialized secondary school. 
At the end of the third year he is placed in the classification of career junior 
officer candidate and after that his rights and responsibilities are determined 
by the regulations concerning the training of career junior officers. 


Paragraph 6. 


(1) The time of training in the specialized secondary school is 4 years, during 
which time the teaching material of career junior officer training and of 
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specialized secondary school education must be taught in accordance with the subject 
breakdown defined in the teaching schedule. 


(2) In the area of technical training the educational and training plans specified 
for specialized secondary schools govern and the general educational and technical 
training textbooks are applicable, supplemented by the material applicable to the 
training of career junior officers. 


(3) During the entire time of training, the practical technical training of the 
training participant will take place in the teaching shops of the specialized 
secondary school, and at the facilities of the Hungarian People's Armed Forces 
designated for this purpose. 


(4) During the fourth year the training participant takes a motor vehicle driver's 
course, as a result of which he may obtain a motor vehicle driver's license. 


(5) At the end of the fourth academic year the training participant takes a 
combined test for career junior officers and specialized secondary school [high- 
school graduation] diploma. The time of oral examinations for highschool gradua- 
tion may differ from such examinations of other specialized secondary schools. 


(6) The co-chairman of the highschool graduation examination committee is appointed 
by the minister of defense--in agreement with the minister of transportation and 
postal affairs. 


Paragraph 7. 


The training participant receives a career junior officer certificate about the 
examinations specified in Paragraph 6 Section (5) as well as a specialized secondary 
school graduation diploma, and is entered in the career ranks of the Hungarian 
People's Armed Forces. 


Paragraph 8. 


(1) Im questions of training in the specialized secondary school not regulated 
by the within order, the regulations of statutes concerning education in specialized 
secondary schools govern as applicable. 


(2) The regulations for specialized secondary schools are to be applied as supple- 
mented and modified by the minister of defense--in agreement with the minister of 
education. 

Paragraph 9. 

This order becomes effective on the day it is published. 


[signed] Lajos Czinege, minister of defense 
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PRICE COMMISSION CHAIRMAN OUTLINES PRICE INCREASES 
Warsaw TRYBUNA LUDU in Polish 28 Jul 81 p 5 


[Interview with Prof Zdzislaw Krasinski, chairman of the State Price Commission 
by PAP reporter Henryk Borucinski, date and place not given] 


[Text] For some time, various kinds of studies on the subject of price 
increases have been appearing in Poland. They arouse much anxiety 
without giving any appropriate commentaries, particularly about the 
level of compensations. In most cases this concern is justified, 
for we are observing an actual decline in living standards and, 
unfortunately, this process will continue. It is an unavoidable 
result of past mistakes and failures in economic policy. In order 
to free the country from this slump, an economic reform is indis- 
pensable--and an integral part of it ought to be a price reforn, 
which means definite price increases and a change in their 
proportions. A PAP reporter talked about these problems with 

Prof Zdzislaw Krasinski, chairman of the State Price Commission. 


{Question} Mr Minister, you advocate a rapid increase in prices, how do you 
justify it? 


[Answer] Until recently I was a partisan of a rapid, single and sweeping 
food-price increase. At present, after several meetings with various social 
groups, after reading many letters and taking into account numerous public opinion 
investigations, I arrived at the conclusion that the price increases have to be made 
rapidly, but in a few stages, assuring--of course--an appropriate compensation.... 


[Question] But is a food-price increase necessary and justifiable at all? 
[Ansver! The prices of almost all foods are lower than the costs of their 
production. For example, in purchasing centers the government pays the farmer 
from 950 to 1,050 zlotys for 100 kilograms of grain, on the other hand, 1 kilogram 
of bread costs approximately 7 zlotys. Milk in retail trade costs four times iess 
than prices paid to the farmer. 


[Question] But there is a social problem. Few people in Polan overeat.... 
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[Answer] Indeed, what you say is an unpleasant truth, but this is precisely one 


of the results of the false price policy in the past. Prices cannot be separated 
fron the cost of production. 





[Question] However, Mr Minister, the improvement in price relations and basing 
them on the cost of production doesn't have to be linked to an increase in prices. 
For example, automobiles are sold at prices much higher than their value, which 
means that their prices have to be reduced. 


[Answer] With this question we broach the problem of market balance, which exists 
when the value of goods corresponds to the volune oi money owned by the 

population. At this moment, we have a situation where out of 100 persons standing 
in a line with money in their pockets, approximately 70 have a chance to buy. But 
this situation is getting worse daily and toward the end of the year--if we ave not 
able to control the increase of the money in the hands of the population by a 
price reform--then only one-half of the people in this hypothetical line will 

have a chance to purchase. The most tragic is the fact that among those standing 
in this symbolic line nobody knows the situation and does not know that his chance 
of purchasing anything declines every day. 


‘Question] But a price reform there wili not put more goods on the market. The 
key to the solution of the problem lies in production, in more productive work.... 


[Answer] Theoretically, yes, but there is no chance for a production increase 
Overnight. In addition, please take into consideration the fact, that one-third 
of the employees siay in lines during work hours to get some food and cigarettes. 
This is why I assume that an increase in prices will cause a claming effect on the 
market and a possibility of return to a normal rhythm of production, and from 
there it is not far to a quantitative recovery of the market. 


[Question] All you are saying is in accord with current descriptions about the 
expected decline in the living standard, Does your plan take into consideration 
the interests of people with the lowest earnings? 


[Answer] The decline of living standards is inevitable, but it will not affect 
everybody in the same way. It will not affect at all those with lowest earnings. 


[Question] Who are those earning less? 
[Answer] The limit will be earnings, pensions and annuities below 3,000 zlotys a 
month. Incomes per member of a family will be taken into consideration only after 


the adjustment of the family allowances. 


[Question] Please, give a few examples. 


[Answer] For example, a person earning 3,000 zlotys will receive an allowance 

of about 1,350 zlotys per month. If that person has a child to take care of, a 
family allowance of at least 1,300 to 1,400 zlotys will be provided. On the 

other hand, a person earning approximately 10,000 zlotys per month will receive an 
allowance of approximately 1,100 zlotys, half of that in cash and the remaining 
half in government bonds which will be redeemed by the government or will participate 
in drawings within 10 years. 

















{Question] Have there been any reliable studies made on the subject of the average 
cost of food per month for a single person after the prices have been increased? 


[Answer] Certainly. We draw on many years of studies of consumption levels. Fron 
these studies it appears that the urban population spends in the average some 

1,200 to 1,300 zlotys per month per person. This average is a result of a very 
large range, from 600 to 2,200 zlotys monthly. After the price increase, average 
expenditures for food will be from 1,500 to 4,000 zlotys per person. 


[Question] Would you, please, indicate what we can expect.... 


[Answer} For example, the average price of bread will be approximately 22 zlotys per 
kilogram, 23 zlotys for a kilogram of flour, 30 zlotys for a cake of country butter, 
10 zlotys per liter of milk, about 45 zlotys for about 10 decagrams of ham. 


[Question] Are these prices already definite? 


[Answer] Detailed calculations of prices are still being worked out. We have 
to tie them to the changes in supply prices, which will be introduced 1 January 
1982. However, their effect on retail prices, despite all appearances, will not 
be important. 


[Question] One also hears about changes in the prices of electric power, natural 
gas and coal. When will these prices go up and will they be taken into 
consideration in compensations? 


[Answer] These increases will also occur. But these increases as well as increases 
in food prices will most probably be introduced in stages, after our consultations 
with the people and with the unions have been completed. 


[Question! Now, a difficult and sensitive problem. In previous attempts for price 
increases a couple of “cabinets” in Poland have been upset. 


[Answer] None of the previous proposals were taking into consideration reasonable 
compensations. Mone of them were discussed with the public. I realize that this 
proposal of price increases will be unpopular. There is among the public a 
justifiable distaste to bear burdens because somebody was at fault. I would like 

to state clearly that our economic situation, and particularly the market situation, 
did not result from corrupt practices of certain persons on the previous team, 

but first of all because of the lack of competence of pew ple responsible for 
economic policy. In order to emerge from this crisis, we ourselves have to bear 

the costs of this operation. 


fQuestion}] Will the price reform be able to liquidate the so-called inflation 
"hangover? ’ 


[Answer] This is one of the basic aims of this reform. At present, this hangover 
amounts to some 600 to 700 billions of zlotys and is growing every day by some 

1.5 billion zlotys, and this finds its way to the population without any coverage 
in commodities. Depending on which variant of the increase will be approved by the 
society--one rapid or a few milder stages--this hangover will be liquidated in 1 

or 1 1/2 years, or in several years. Provided, of course, that we stop all broad 
salary increases, except compensatory ones. 
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[Question] Work on price increases is still going on in your department. Why then 
is so much material on this subject already circulating among the people? 


[Answer] Indeed. Particularly during the last 2 weeks I received many telephone 
calls which indicate that such material has appeared even in the form of ready lists 
of prices. To a large degree, part of this material is concurrent with pro- 
positions which we are preparing. 


[Question] When, for whom and in what form? 

[Answer] A detailed project will be published in a booklet form, which will be 
for sale at Ruch newsstands as early as August. Simultaneously, we will begin 
discussions with all professional unions. 


[Question] And if society will not accept the price increase? 


[Answer] Then we will be standing in gigantic lines in front of empty shops. 
Let the imagination tell the rest. 


[Interviewer] Thank you for the talk. 
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PROPOSED ECONOMIC REFORMS INCLUDE SYSTEMS, METHODS CIANGES 
Warsaw TRYBUNA LUDU in Polish 10 Jul 81 p4 


[Article by Mieczyslaw Gajewski and Janusz Ostaszewski: "Changes in the 
System--Changes in Methods"; portions within slantlines printed in boldface] 


[Text] /The traditional mechanisms for the operation of the economy and the 
organizational structures conforming to them have ceased being effective. As 
a result of recent discussions regarding the version "Foundations for Directing 
Economic Reform" the Commission for Reform has stipulated that the fundamental 
package of systematic changes be introduced between 1981 and 1982, thus 1 year 
earlier than had been proposed in January of this year. / 


Delay and even the incomplete initiation of reform would burden the society with 
significantly larger social costs, hiding within themselves the possibility of 
tragic consequences. However, the initiation of reform will be a process during 
whose course can arise problems which today are not foreseen. Thus vital is the 
awareness that the social costs of setting into order and achieving necessary 
changes in the economy's structure are inescapable. They are already here. On 
the other hand, the effects of reform will become manifest gradually as a measure 
of realization. 


The Party and the Economy 


Reform cannot be mistaken for economic policy. The realization of reform will be 
to aid it in bringing the country out of the crisis by enlarging the effectiveness 
cf processes to run the economy. 


The economy's fundamental subject is the company based upon the principles of 
independence, autonomy and indepencent financing. The principle of independence 
among companies does not deal only with their itmmediate spheres of activity, but 
rather it gives birth to far-reaching consequences in all areas of the economy's 
operation, forcing the achievement of essential changes in the ao ganizational 
structure of the central government, in the methods of central planning of the 
national economy by the banking system and so forth. / 


The initiator of reform is the party. The initial work comes from its inspiration. 


That is understood. /Within the economic sphere, the party fulfills the strategic- 
conceptional, inspirational and supervisory functions. / 
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The strategic-conceptional function is based upon the recognition of the most 
important social interests, the conceptualization of their elaboration in a form 

of long-range party programs and the belief by society in their strategic correctness. 
This function is realized by the party congress and plenary sessions of the Central 
Committee. 


The inspirational function comes to fruition on all levels of decisionmaking 
thanks to the activity of the aggregate of party members, the spokespersons of its 
will. 


The supervisory function is based upon the confrontation of strategic assumptions 
during the course of socioeconomic processes and upon the influence on those 
processes through the intervention of party members in the channels of authority 
and administration, as well as in the economy. 


/As regards the foundations of reform, the party neither interferes in planning 
decisions or current, efficient administration nor enters institutionally into the 
reserved jurisdiction of governmental authorities, autonomous units or the 
directorates of companies. This enlightened activity by the party within the 
economy agrees with the statutes of representative organs/ (the Sejm, the national 
councils, autonomous personnel units, cooperatives and so forth) through the 

final decisions in various, detailed matters. 


The Sejm and the Trade Unions 


The party exercises its influence on detailed decisions by way of convincing 
representative bodies of its position through its members in those organizations, 
as well as by way of winning over public opinion, from which representative 
institutions emerge. In this connection, the interest of party organs and their 
administrative stages is reduced by concrete, technical and productive solutions. 
Therefore, attention is directed toward compliance with ideological, political 
and moral principles as regards the behavior of people in various situations. 


It appears that the trade unions will have the right to express their opinion 

on projects as regards legitimate actions and to signal the social need of changing 
binding regulations that deal with the widely understood interests of workers and 
their families. The statute defines the position of the trade unions in companies 
and their role as partners of state organs. The specific characteristics of the 
statute will define the scope of obligatory governmental consultations with the 
trade unions. 


There are always divergent interests among various social groups representing 
particular regions, professions, industries and so forth. The strongest groups 

can exert powerful pressure on the government (investment, pay) to the detriment 
of society as a whole. /It is possible, however, to avoid the danger if a reliable 
institution for both sides will solve disputes between interest groups and the 
government. The Sejm can and should fill such a role. The political system should 
ensure the necessary conditions for it. 
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/It appears that the Sejm will form the Permanent Committee of Economic Experts. / 
This committee will issue opinions on the needs of the parliament and its 
commissions on projects of the five-year plan and other documents, and also 
evaluate the situation with respect to the economy, both on a national scale and 
in selected areas. This gives the Sejm the possibilities of a more thorough 
evaluation of the socioeconomic situation and perspectives for its development, 
preparation of alternative solutions to key problems and also analyses of projects 
proposec by the government. 


Socializing Planning 


The jurisdiction of the Council of Ministers will be defined in a special 
Statute. 


/According to the plan, the central planning organ (at present the Planning 
Commission for the Council of Ministers) will become the staff organ of the 
government and will not be able to make operating decisions./ It will conduct both 
research and prognostic analyses, organize planning functions in the national 
economy, as well as prepare various economic planning projects and other economic 
projects awaiting governmental decisions. 


‘The economy will thus act on the principle of central planning, with reliance 

on the market mechanism./ Market categories (profit, price, degree of growth and 
so forth) will becowe actual tools in decisionmaking, as well as gauges for 
evaluating results of actims taken. 


The surrender of the general, hierarchical subordination of local plans and 
company plans to the central plan has been instituted. The latter would not 
contain instructions, but rather it would define the principal objectives of 
development and the directions of economic activity. Local plans and company plans 
would be linked with the central plan through the aid of economic tools and in- 
formational ties. 


‘The fundamental characteristic of the new planning system is the socialization 
of the process of constructing plans and evaluating their execution./ For example: 


--cthe ftive-year and annual plans of companies would affirm autonomy as the deciding 
factor, and elaborate the management of companies through obligatory 

consultations with the trade unions and derived opinions from such circles as PTE 
{Polish Economic Society], NOT [Chief Technical Organization] and TNOIK [Scientific 
Secicty of Organization and Administration]; 


--the locations of new, central investments are subject to conformation fram the 
Sejm, the Coancil of Ministers and the Planning Commission (depending upon the size 
of the investment). The Planning Commission would work out matters through the 
Council of Ministers, through participation of departments and provincial offices, 
through obligatory consultations with experts, as well as through local and 
executive representative organs; and 
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--tive-year and annual plans for socioeconomic development of the country would be 
confirmed by the Sejm, worked out by the Planning Commission through the Council 
of Ministers, through participation of departments, provincial offices, as- 
sociations and companies; through obligatory consultations with the trade unions 
(issues regarding the state of existence) and through derived opinions from PAN 
{Polish Academy of Sciences], PTE, NOT, TUP [Society of Polish City Planners], 
scientific institutes, institutions of higher education and individual experts. 


Intermediate Direction 


The system of tools which will aid the state organ as regards the foundation of 
reform and guide the companies so that they function in accordance with the 
directions of socioeconomic policy and the demands of the social effectiveness of 
management will consist of intermediate economic instruments that will be neither 
directions nor limitations on organizational or intermediate instruments i.e., the 
flow of information on planning assumptions. 


/Pricing policy will play a special role in guiding economic activity./ It appears 
that all types of prices will be purposely shaped according to the principle of 
so-called free equilibrium. They will, therefore, be established freely between 

the supplier and the customer with the full participation of prices tranacted in 
import and export. A certain range of directional regulation of the level of prices, 
be it the principle of their creation, will be compulsory wherever the protection 

of social interests is concerned. /The elimination of subsidies will ensue. They 
will be maintained only wherever--after Sejm approval--important social consider- 
ations, such as children's articles, are concerned. / 


The tools for realizing the principle of remuneration according to work performed 
and the principle of self-financing, as well as the achievement of socially desired 
proportions for dividing the national income into food and accumulation, would be 
the standards of that division and income taxes. 


/dages and individual incomes obtained from work will be shped in agreement with 
the directions of reform’ through minimum wages and an index of permissible 
leverage; scales of professional rates, based upon a uniform methodology for the 
entire economy, as well as upon a structural wage table, and upon progressive 
taxation as regards income per person in a family, as well as for compensation 
with respect to the increased costs of living according to the principle of tax 
indexing. 


With regard to the formation of internal wage systems aad the policy of remuneration, 
the introduction of broad powers for the management of companies and autonomous 
organs is ¢uticipated. 


Taxation of production factors will be the fundamental form by which the state's 
budget can participate in the earnings of companies./ Also examined is the con- 
cept of the taxation system, which bases itself on the progressive income tax and 
the turnover tax. 


The realization of reform, especially making companies independent and responsible 
for their own financing, elicits a number of social consequences. 
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/The consequences of reform are linked with shifts in the structure of employment 
and changes in the level and the relation of retail prices. The functions of 
companies are changing as regards the realization of right-to-work, fair wages and 
social security. / 


In accordance with the constitution of the Polish People's Republic, the state is 
vested with the responsibility of full employment of all persons who are willing 
and able to work. Reform as regards that constitutional principle changes nothing. 
That principle, however, does not denote the state's obligation to employ someone 
in a given place of residence or in a given establishment or profession. Finally, 
it does not denote that a person can be indifferent to the work he or she has 
obtained. 


Right-to-work and Social Security 


/Reform should change the methods of realizing right-to-work. The company will 

make independent decisions with respect to the level and the structure of employment. / 
The chief burden of responsibility for employment, training and relocation will 

rest with governmental organs. The creation of a Foundation for Employment and 
Professional Activation is anticipated, from which the following functions will be 
financed: expenses for training people; unemployment compensation for those 
temporarily out of work: as well as creation of inexpensive places to work and 
incentives to change professions. 


/In relation to anticipated conflicts that can arise between the assurance of the 
right to a safe job and the immediate objectives of companies, reform will create 
a number of safeguards; i.e., strengthening of the state and union system of super- 
vision and inspection. / 


The publically accepted principles of shaping the span between wages and the 
principle of equalizing taxes will be worked out. Oppportunities for pay increases 
in relation to work positions will be created. The principle of negotiation with 
the trade unions and the autonomous units, and the principles of publicness of 
waees and other services for each position, will be observed. Within the area of 
realizing the right to social security, the reform anticipates the following: 
permanent modernization of the minimum wage as the basis upon which to form the 
policy of wages and earnings and prioritization of the objectives of social 

policy, i.e., after approvals, reform of the retirement-pension system (adjustment 
to the minimum wage), compensation for the increased costs of living, reduction in 
the span of levels in the public fund and reform of the system as regards vacations 
and tourism, breaking departmental barriers. 


Principles of tnitiatton 
/Initiation of reform should be treated as a process and not as a continuous legal 
action. Its complexity demands, however, that fundamental solutions possibly 


be introduced at the same time, and at least in short intervals of time. The 
changes include the following:/ 
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--the principles of operation of companies and other economic organizations (the 
statute regarding state-owned companies) ; 


--the economic system of companies; 


--the principles of operation of autonomous personnel units (the statute regarding 
autonomous units in state-owned companies) ; 


--reduction in the dimensions of, as well as deep changes in, the structure, 
duties and functions of central- and intermediate-level organs; 


--mechanisms of central planning; and 
--changes in the structure, duties and operation of the banking system. 
/Preparation of this package will take place in 1981, and be introduced in 1981-82. / 


After systematic changes are introduced between 1981 and 1982, a 2- or 3-year 
transitional period will probably be needed. During this period, subsequent 
changes deepening the reform and leading to the incoming system will follow. 


/After a brief look through the entries contained in "Foundations for Directing 
Economic Reform" wordings of detailed documents worked up by particular groups 

in commissions and finally a series of legislative reports on statutes already 
enacted by the Sejm, it is not difficult to see the elements of a certain lack of 
trust in central economic administration by the reformers. This is understood if 
experiences to date are taken into consideration. 


/On the cther hand, this leads to the excessive details of principles, which are 
criticized for that reason by so-called radical reformers. Discussion at the 

Ninth PZPR Congress, from which a clearly formulated acceptance of the principles 
contained in the discussed document ensued, can and should do away with that hither- 
to existing mistrust. Only in that way can the initiation of reform gather its 
required speed. / 
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POLAND 


AIR TRANSPORT PLAN FOR 1981 OUTLINED 
Warsaw SKRZYDLATA in Polish 15 Mar 81 pp 3, 6 


{Interview with Master of Engineering Wlodzimierz Wilanowski, director of the LOT 
Polish Airlines, by Wincenty W. Wionczek; date and place not given] 


[Text] Editor: Since the mid-1970s, world air transport has been strugg! ng with 
problems resulting from the oil crisis. In this regard, has anything changed in 
1980? 


Director: Unfortunately, no. It has even gotten worse. The share of fuel costs 
relative to total costs continues to increase (in 1980 LOT's fuel costs represented 
31 percent of total costs compared to 28 percent in 1979). Aircraft-servicing 
charges at airports are also increasing. As a consequence, 104 airline companies 
from 84 countries that are members of the IATA [International Air Transport 
Association] incurred a total loss of $2.53 billion instead of expected profits. 
Many of these companies have even turned to their governments for financial help. 


Editor: Are the reasons for worsenin, profitability due only to increased costs 
for aviation fuel and aircraft servicing? 


Director: No doubt they are the basic reasons. But various manifestations of 
destabilization in world economics and politics are also of significance. Air 
transport is now notably international in nature; at least 90 percent of LOT's 
receipts are now obtained from international transport. 


Editor: Then air transport is an instrument that is exceptionally sensitive and 
susceptible to fluctuations occurring in the international economic and political 
climate. 


Director: One can cite many examples of this. Those within our own bailiwick 

are aleo enlightening. For example, let us actually consider 1980, a year in 

which the international climate was not the best, and it affected us. Our passenger 
traffic fell quite precipitously--over 130,000 fewer passengers than projected. 

We expected to carry over 2 million but we carried only 1,827,000. Why? It is 
simple: the number of tourists entering and leaving Poland decreased. Some 
contractors canceled their charter flights. Our estimates concerning increased 
tourist traffic resulting from the Moscow Olympics were not realized. Since last 
fall, the regular flight to Baghdad has been abandoned for all practical purposes 
because of the Iran-Iraq war. 
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Editor: Does this mean that LOT, like some Western airline companies, will have 
to balance its accounts by resorting to additional financial subsidies from the 
government? 


Director: No, it is not that bad. We closed 1980 with a profit of over 1,997,000,000 
zlotys (compared to 1,229,000,000 zlotys in 1979) of which 774 million zlotys was 
paid to the state treasury by way of a development fund tax (compared to 420 

million zlotys in 1979). Thus, all in all, with regard to financial results, 

1980 was a much better year than 1979 despite the fact that the government over 

the past several years has discontinued special subsidies to cover deficits on 
domestic lines and on some generally low-tariff lines to the socialist countries. 


Editor: You must admit that for the average citizen it sounds a bit improbable 
that greater profits were obtained with less traffic. What kind of miracle brought 
this about? 


Director: No miracles. An airline company's income and net profit does not depend 
only and exclusively on the number of passengers flown. From the commercial 

point of view, passengers are not all the same. For example, a businessman paying 
a full ticket price is more profitable than a tourist taking advantage of various 
discounts. A passenger flying from Warsaw to New York or from New York to Bangkok 
via Warsaw is more valuable than one flying from Rzeszow to Bydgoszcz. The use of 
space within an aircraft is also very significant, especially the tactic of 
selecting the place for fueling an aircraft in foreign countries (different prices 
at different airports), and so forth. With the expectation that the economic 
situation will not be the best (even though everything has not been foreseen), 

we already have taken all these elements into consideration in the overall calcu- 
lations at the beginning of the year, especially the sensitivity of the specific 
circumstances of the entire travel-commercial service. As a consequence, relatively 
speaking, the smallest decreases in transports have been on medium- and long- 
distance lines. Full-tariff passengers have also come up to expectations. Also, 
IATA's recommendation to increase ticket fares automatically as fuel prices rise 

is also meaningful. Finally there is one other important reason: We developed 
and realized a special plan for 1980 to improve management efficiency and lower 
our costs. This was brought about by several dozen diversified projects to lower 
expenses for advertising and official entertainment inclusively. 





Editor: Charter flights are one of the most profitable undertakings. Was 1980 
a relatively good year for charters? 


Director: I would not say so. Of course, we organized almost 40 charters to 
Chicago as a prelude to establishing eventually regular flights on this route and 
quite a few (15) charters to Japan. A charter air bridge to Kuwait and Damascus, 
which was organized quickly to evacuate almost 3,000 Polish citizens from Iraq, 
was also in operation for about 12 days. It was all quite effective. However, 

it should be remembered that many charters were also canceled, including charters 
by the Dutch firm Neckemman which arranged tourist flights on the Amsterdam to 
Krakow route. 
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Table. Technical and Economic Plan for 1981, Basic Operating Magnitudes 
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Key: 


l. Number 

2. Item 

3. Unit of measure 

4. 1980 plan fulftiliment 

5. 1981 technical and economic plan 

6. Overall transport operations, 
total 

7 Including 

8. Foreign flights 

9. Scheduled 

0 Leased 


Editor: 


Director: 


ll. 
12. 
13. 
14. 


15. 
16. 
17. 
18. 
19, 
20. 


And how does the current year look? 


Domestic flights 

Passengers flown, total 

Cargo transport, total 

Index of utilization of takeoff 
commercial load 

Passenger load index, total 
Millions of ton-kilometers 
Thousands of passengers 
Millions of passenger-kilometers 
Tons 

Thousands of ton-kilometers 


Will it be more successful? 


Everything points to a more difficult year, including financial results. 


All reserves embedded in the organization, in the requisition and better use of 
equipment and, in general, in more efficient management have their limits and cannot 
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be exploited without limit. Of course, this year we can improve or extend this or 
that a little. For example, on the less active foreign routes, lower tariffs 

for tourists can be introduced, encouraging more travel by airplane. We also are 
counting on improved profitability on some lines by modifying them. To this end, 
for example, we are introducing stop-off landings at Gdansk on the Warsaw-Hamburg 
route, and at Krakow on the Warsaw-Rome route. But on the transatlantic route the 
elimination of stop-off landings would affect financial results, and the same with 
fueling at foreign airports; also Okecie’s No 3 modernized and lengthened runway 
will permit IL-62 takeoffs with full fuel loads. 


All this, however, will not compensate for the effects of stagnation, especially 
the decrease in passenger traffic. We expect about 100,000 fewer passengers this 
year. This means that we will haul about 1.73 million passengers versus 1.83 
million in 1980 and 996,000 in 1979. 


Editor: Where will the decrease be greatest, on foreign or domestic routes? 
Director: It will be about equal--about a 50,000 decrease for both services. 


Editor: It is quite easy to understand the decrease in foreign traffic, but why 
the continuous decrease in domestic traffic? 


Director: Unfortunately, even here we expect at least stagnant demand. In addi- 
tion certain difficulties in operating some domestic airports, such as the ones 
in Szczecin, Krakow, Koszalin and Bydgoszcz, will occur. It is expected that 
each one of these airports will be shut down for 2 months for repairs. 


Editor: For a long time now, the rule has been to initiate at least one new foreign 
LOT route each successive year. For example, in 1980 the Warsaw to Manchester 
service was such a route. What will the new year bring? 





Director: Initiating new routes is becoming increasingly difficult over all world 
routes. Thus it is becoming even more difficult for us to initiate new routes, 
especially profitable ones, because initiating new routes just for the sake of 
opening a new route does not make the least bit of sense. But we would be very 
happy to initiate a regular route to Japan. We are striving to do this, but for 
the time being we lack an intercountry flight agreement with Japan. We are 
counting very heavily on such an agreement, however. 


Editor: What will we be flying this year? The concern here is about likely new 
equipment. 


Director: Nothing unusual. We will receive only two IL-62M transcontinental air- 
planes. However, this means that the share of passengers flown in jets will 
increase, the average transit speed of our aircraft will increase and the trips 
will be more comfortable. Compared to the IL-62s, the IL-62Ms are not only more 
economical (use less fuel) but more esthetic and functional internally. 


Editor: Despite all, from what you have said, the development of LOT's business 
seems to be rather unfavorable, at least currently. But we are living in a time 
of renewal. In conjunction wiih this, can we not hope for somewhat more favorable 
outlooks and more comforting prospects? 
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Director: 1 believe we can and should, otherwise all that is happening today in 
our country would be senseless. Personaliv, especially as a director, I attach 
the greatest importance to the announced economic reform which--as is known-- 
places greater emphasis on the independence of enterprises. I know that there 

are two sides to this coin because greater independence also means greater 
responsibility. But for us that is no surprise. We have postulated the same thing 
for a long time. The initial steps resuiting from the postulate even now have 
been accomplished. This year, in the economic directives for LOT, there has been 
fewer indices imposed by order of higher authorities, indices which heretofore 
have been exceptionally awkward. We are still waiting for even more precise 
decisions relative to the allocation of financial limits and material resources 
that are beyond our competence. Sased on these existing decisions, that is, 
initial decisions, we were able to develop a rigorous program of operation only 
for the first quarter of this year. For the remaining three quarters many indices 
stil} have to be refined and corrected. 


Editor: And perhaps, on occasion, somewhat higher? 


Director: It is possible. We will do that gladly and we will not overlook any 
opportunities that present themselves after that. 


Editor: Which we sincerely wish for you and the entire LOT team. 


Director: In the name of our employees, thank you. 
Editor: And we thank you very much for the interview. 
11899 


c$O: 2600/279 
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POLAND 


DECLINE IN CROP DUSTING OPERATIONS NOTED 
Warsaw KURIER POLSKI in Polish 22 Apr 81 p 2 
[Article by Maciej Smogorzewski: “Agricultural Aviation Loses Its Wings"] 


[Text] For many years, agricultural aviation in this country has been forced to 
devote the bulk of its services to the state sector in agriculture, i.e., to the 
state farms. This July, all state farms will change over to independent accounting 
and will stop receiving subsidies. It is already well known that many poorly run, 
economically weak state farms will not be able to afford the luxury of agricultural 
aviation services. Does this portend bankruptcy for agricultural aviation, which 
had been developing vigorously in recent years? 


The state farms and combines have been making increasingly extensive use of 
helicopters and airplanes. Last year, 145 airplanes and 33 helicopters worked for 
State farms. Two Agricultural Aviation Services Plants in Poland specialize in 
services for agriculture: WSK-PZL [Transportation Equipment Plant-Polish Aviation 
Plant] in Swidnik for helicopters and the Warsaw PZL factory for airplanes. We 
posed the same question at both plants: What will this year be like? 


Our information from Swidnik indicates that at the moment there is no expectation 
of a major drop in the demand for helicopters for agriculture. While a year ago 

the state farms chartered 33 helicopters, the figure now is 31. All of them are 
used to spread fertilizer. Most helicopter users employ them so intensively that 

it cannot be foreseen whether they will have anything to do in the second half-year. 
Nonetheless, the plant's profits this year are not likely to be much worse than 

last year. As for the future, the experts at Swidnik do not see any reason for 
pessimism, because the state farms have become used to helicopters and in addition 
not all of them have sufficient grcund-based equipment to replace them. 


In the Warsaw Agricultural Aviation Services Plant the drop in orders is larger. 
Engineer Ryszard Leja says: 


"This season the state farms have ordered only 108 aircraft, 40 fewer than a year 
ago. What does this mean for our profits? Currently we have about 230 agricultural 
aircraft. At the moment, 110 are in use in this country (not only by state farms), 
and 70 are in use abroad. About 20 planes are now undergoing repair, and a simple 
calculation shows that 25 to 30 are “on pins and needles." From our point of view, 
there will be a cyclic improvement in the situation in May and June, when 125 
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aircraft, temporarily withdrawn from agriculture, will be taking part in tussock 
moth control activities in the forests. For the long term, we are working to 
expand the export of services and are intensifying our canvassing in this country, 
but with poor results. In my view, the decline in orders for our services in this 


country may worsen, and I would expect that we will have to bank on expanding our 
exports." 


The people I talked to failed to mention another element which further complicates 
the situation, namely that in the opinion of a representative of the Central 
Administration of State Farms the main reason for the drop in orders for agricultural 
aviation services is not the cutoff of state subsidies; obviously that is a signifi- 
cant factor, but the main reason for the drop in the state farms’ orders for heli- 
copters and especially airplanes is the shortage of mineral fertilizers and pesti- 
cides. Ultimately, then, the number one culprit would seem to be the chemical 
industry. 


8480 
CSO: 2600/204 
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ROMANIA 


INDICATORS POINT TO HIGHER STANDARD OF LIVING IN 1981-1985 
Bucharest REVISTA ECONOMICA in Romanian No 28, 10 Jul 81 pp 15-16 


/Article by Dr Dumitru Ciucur and Dr Constantin Popescu: "Qualitative, Effective 
Development To Raise the Living Standard" 


/Text7 As ovr party's secretary general Nicolae Ceausescu pointed out at the Second 
Congress of Workers Councils, greater satisfaction of the demands of all merbers of 
society, accompanied by growth of incomes from work and from the social consumption 
funds in close correlation with the scientifically substantiated consumption of goods, 
becomes a realistic goal only when it is based upon qualitative, effective socioecono- 
mic developrent and upon growth of the national wealth and income. 


Emhasis on Intensive Factors Essential To Improve Quality of Life 


The prorress made in all activities and the noteworthy results logeed in the last de- 
cade and the last five-year plan, which mark new and important advances in Romania's 
constantly rising evolution, most rcraphically reflect the interdependence being creat- 
ed between the level of socioeconomic development and that of the people's welfare 
and civilization, These achievements are the result of the sustained effort and he- 
roic, selfless and dedicated labor of the working class, the peasantry, the intelli- 
vertsia and all the workers rerardless of nationality in all areas and cormmnities of 
Romania. They bear witness to the revolutionary leap Romania has made and the preat 
accerplishments of the Romanian people during those years. 


One million new jobs were created in the 1976-1580 period, more than half of them in 
industry. Workers real wares were increased by 29 percent compared with about 20 per- 
cent that was planned, and the public's incomes were almost doubled over the whole de- 
cade, which is the createst cain in incomes in the entire period of s ocialist con- 
struction. 


Retail sales increased at an average annual rate of 8.0 percent in the decade of 1971- 
1980, social-cultural outlays financed out of the state budget increased at an average 
annual rate of 7.6 percent, and about 1.6 million apartments were built in the same 
period, Those are triumphs of socioeconomic development that are to be especially ap- 
preciated because, as Nicolae Ceausescu said, that period was strongly characterized 
by instability, the economic crisis and particularly the energy crisis throughout the 
world, This arain brings out the ability of the RCP and the Romanian people to 
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surmount difficulties by work and sustained efforts and to secure a constantly ris- 
ing trend of socioeconoric developrent in Romania. 


Constantly pursuine the further rise of the living standard and improvement of the 
ouality of life as the supreme foal, the party and the entire Romanian people have 
undertaken vital socioeconomic cbhjectives for the 1981-1985 period that will rank 
Romania with the countries with a medium economic development, 


The start of a new and better cuality in all socicecononic activities is vital to the 
achievement of this basic strategic aim and to further improvement of the quality of 
life. As confirmed by RCP Secretary General Nicolae Ceausescu at the Second Congress 
of Workers Councils, this revolutionary leap depends upon transition to an economic 
development of the intensive type, a process especially necessary in view of tre pre- 
sent limitations of raw materials and energy. It is intended to apply the latest ad- 
vances of science and technolory, to emphasize and intensify the action of the quali- 
tative and effectiveness factors, to conserve and make better use of resources and 
energy in all activities, and to provide every opportunity to make Romanian products 
more competitive. Achievement of a new cuality of life and labor also requires con- 
tinuing improvement of workers ~ualifications according to the standards of contenmp- 
crary technical-scientific prorress and the necessity of better use of raw materials 
and materials. 


With a good start in the consurption rate of more than 70 percent (at an accumulation 
rate a little below 30 percent, clearly requiring more efficient use of the national 
fund for socioeconomic development), the Directive-Program for Raising the Living 
Standard in 1981-1985 and for Further Improvement of the Quality of Life will be ac- 
companied by even further intensive rrowth of the national income and the action of 
the oualitative factors, which enhance the effectiveness of the expended social labor. 
It is significant that in the present period labor productivity , the main factor for 
econoric crowth, will be up more than 40 percent at an average anrwal prowth rate of 
7 percent, making it possible to obtain about 50 percent of the gain in net industrial 
output in this way. “Moreover the plan specifies that the net output of the processing 
industry per 1,000 lei of fixed capital ‘unamortized value) will increase from 710 
lei in 1980 to 800 lei in 195, while the total costs per 1,000 lei of industrial com- 
modity output wil] be lowered by 8,2 percent, thus saving about 200 billion lei. 


If to all these provisions we add the fact that the degree of exploitation of the main 
raw materials and materials will be up 30 percent throughout all industry and that la- 
bor productivity will be up 50 percent in arriculture and 30 percent in construction- 
installation, we have a mich more complete and significant picture of the mearing of 
priority on the effectiveness factors, 


In order to carry out ite objectives, the current fiveeyear plan specially emphasizes 
rore pronounced development of the raw material base and domestic energy resources and 
rore intens‘ve development of arriculture. The fiveeyear plan also provides optimal 
conditions for developrent and modernization of consumer goods production, also empha- 
sizing here, as everywhere in the process of forming modern and efficient economic 
structures, better use of raw materials and improvement of product quality. 


Incones and a Constantly Growing Volume of Goods 


Steaiy development and modernization of material production and more pronounced frowth 
of economic effectiveness make it poscible to increase the national income at an 
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averare annual rate above 7 percent, so that it will provide, by virtue of its per 
capita level, the necessary resources both for further development of the productive 
‘orces and for raising the people's material and cultural living standard. This is 
imiicated by a first croup of indicators of the living standard that express the de- 
pencence of workers incomes and commodity sales upon growth of the national wealth 
and the national income (See Table 1). 


Table 1. Evolution of Some Chief Indicators of the Standard of Living 
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On the basis of the more intensive rrowth of smaller incomes the policy of continuing 
‘rprovement of the living standard will bring about an equitable ratio between large 
and small incomes that will permit an adequate personal material incentive. And in 
View of the technical production conditions and the corplexity of the work performed, 
a ratio of about 55.5 to 1 between large and small incomes is planned for the current 
perioi. Cf course in view of the present economic-financial mechanism, consistent ap- 
rlication of the overall contract system will lead to a fpreater increase of the mater- 
inl ircertive in relation to the output obtained, labor productivity, reduction of the 
mater al and enerry inputs, and the way product quality is improved, 
AS we ow the real purchasine power of the nominal incomes is one of the basic indica- 
of the workers living standard, and it is determined by the size of the net nomi- 
ral incomes and the level of the prices and rates charged ina civen period. Pursuing 
a policy of rrowth of the public's incomes and evolution of prices in correlation with 
the requirements of the law of value and other economic laws and with the necessity of 
securing a balanced, ‘iarmonious development of the national economy, the RCP provides 
in i»crease of about 16 percent in real wages and one of 18 percent in peasants real 
_ncomes in the current fiveeyear plan, 
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These basic indicators of the livine standard are based upon a strictly controlled 
evolution of prices and rates within the planned linits and corresponding to a 1.6 
percent increase in the index of retail pri ces and rates on the annual averare, and 
one of § percent for the whole five-year plan. (1) Nevertheless, as the firures of 
the fiveevear plan indicate, a considerable increase in the public's real purchasing 
power is provided along with an increase of about 8 percent in the prices of consumer 
roods for the whole five-year plan, as a result of the provisions that the nominal 
wage will be increased by about 25 percent. 


The frowth of workers incomes in the present period is due to the reneral, steady de- 
velopment of the national economy whereby 580,000 new jobs are being created, especi- 
ally in the productive area, and it is also due to the increase in the proportion of 
skilled personnel in the total personnel to about 89 percent in 1985. 


In direct proportion to the fcrowth of the public's incomes and purchasing power, the 
volume of commodity sales via socialist trade will steadily increase, reaching 271 
billion lei in 1985, or a gain of 57 billion lei from 1980, This 26.6 percent in- 
crease in sales of consumer goods in the current five-year plan is accompanied by a 
considerable improvement in the assortment and quality of consumer goods comparable 
to the propress made in the developed countries. In view of the public's prowing 
needs for services ard the possiblities created for developing and diversifying this 
sector in all areas and communities of Romania, the fiveeyezz plan provides an in- 
crease in the volume of services rendered of 22.1 billion lei in 1980 and one of 39 
billion lei in 1985. The services are expected to contribute more to the satisfaction 
of the pvblic's constantly growing needs by making better use of the material and ran- 
power resources in all counties of the nation. 


Higher Parameters of the Public's Consurption 


The public's consumption of food products and other products, in an enlarced and im 
mroved structure, and the extent of the public's equipment with consumer durables are 
correspondingly increased. Major increases ‘See Table 2) have been provided for 19°l- 
1985 in the indicators of the averare per capita consumption of the chief industrial 
and arricultural food products an in those of the public's equipment with consumer du- 
rables. 


As the firures in the table indicate, the current fiveeyear plan provides for continue 
ing consolidation and rrowth of the averare per capita consumption of the main indus- 
trial and apricultural food products in keeping with the development of the national 
econory and the scientifically determined requirements of the public. 


concerniny tae p ublic's equipment with consumer durables, arainst the backrrow ind of 
the Steady increase in al] et :ct3 the greatest pains are seen in the case of passen- 
er cars (over 52 percert’, washing machines (about 52 percent), refrirerators (about 
3 percent’ and TV sets (over °2 percent). These increases reflect both the crowing 
capacit; to produce consumer foods and to supply the public with consumer durables and 
‘he increasine possibilities for people to purchase goods. 


To be sure the decisive factor in attaining this consumption is implementation of phy- 
sical production ond the net and cormodity output in the varieties and quality speci- 
Tied in the plan. But to best meet the public's requirements the law provides a ser- 
ies of measures including regular delivery of the products for the market supply in 

the assortment and rrades of quality specified in the plan, equal supply of ali areas 
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and cormunities of Romania, continuing development and improvement of the operation 




















of the trale network and service units with proper regional distribution, ani expans- 
ion cf direct ways of selling the goods. 
Table 2. Evolution of Some Chief Indicators of Consumption 
; UM2 19.5 1965198 
“eaters ] 
“ensurruri pe locuitor 3 
: aus Con | 
4 ke 15 & nn 108 7 
produse 
n we 5 i 
Nclusiy unt iri L010 = 2228 122 
“ 6 bvuc 17270 90 107.4 
»~reduse " 
e 7 we 15 m2 25 The 
~ Neduse 
2 “ezume Boke 1SiwH womite ta s—-12K4 
2. ‘oe , > use 
din peste 9 « 15 Se ita 210.2 
Ca Ka 704 i000 L414 
mp 23.7 wey Lee 
‘ule buc len 115 ims 5 
Cael ac Thegtte perech: ‘5 a lume 
in. eutvasen populate 
la icc) eee li, 
. buc ]7 2507 awe it 
we cuc 85 iw i22 
_¢ huc lwa lwlie i228 
ce spalut bue W22 1350 i 
3 Tu buc 229 40 1b22 
le Indicators ly. Equipment of public per 1,000 inhab- 
2e ‘Init of moasure itants: 
3e Per capita consumption Radio sets 
Ue teat and meat products TY sets 
Se ilk anc milk ;roducts (except Sutter) Refrigerators 
6. Erg Washing machines 
Te Sugar and sugar products Passenger cars 
e ‘'eretables and veretable products 15. Kilograms 
% Fish and fish products 16. Liters 
12. Fotatoes 17. Pieces 
LL. Textiles 18. Square meters 
li. “nitwear Pieces 
L3. Footwear Pairs 
Srowth of real wares and real peasants incomes is a decisive factor for of tie 
public's total real incomes, which will be up 19 percent in 1985 from 19 And the 
policy ol angpenhiing tne social consumption funds, which have been proportioned so as 
to contrioute to improvement of health protection, to increased allocations for chil- 
children, pensions ete. will be highly important to growth of the public's total real 


incones in this fiveeyear plan, 
state's efforts to raise the living standard will also include building 


achelors hostels, in addition to about 100,000 dwellings that 


*e+eltea nr 


Me L ' . ‘J 2 nd 
900,000 apartments and - 


72 











will be built by the public with their own resources. The current five-year plan 
will continme the prorran for rerional systematization in order to create the network 
of cities am! urban centers evenly distributed throughout Romania, the essential cri- 
terion beiny develonment of cities and corsmnes as basic territorial-adninistrative 
units ani strom economic centers capable of providing optimal living and workxinr Cone- 
litions for all inhabitants. Moreover the second stage of reduction of the work weex 
will be cradvally implemented so that the entire econory wil have a li-hour work weck 
in 13556 


All the foreroing demonstrates once again that improvement of the people's living 
standard and general welfare directly depends upon the general development of society 
and the growth cf the national wealth and national income, while those depend solely 
upon the workers' daily activity. Therefore it is in the power of the Romanian veo- 
ple's rdinds and arms to create an increasingly abundant life. 


FOOTNOTE 


l. The planned updatings of prices are due to the necessity of promptly and realist- 
ically reflecting the production costs, increasing costs of imported raw materi- 
als and energy resources, and the internal costs determined by extraction and 
exploitation of raw materials poorer in useful content. Implemented within the 
strictly planned limits and on the basis of a tight control, the neasures that 
will be taken concerning prices accordinrly have an objective deternina ‘ion. 


5186 | 
0s 2700/321 
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ROMANIA 


MEASURES TO REDUCE MATERIAL CONSUMPTION IN INDUSTRY 
Bucharest REVISTA ECONOMICA in Romanian No 26, 10 Jul 81 pp 5-6, 10 


Article by Mircea Pirjol: "Pronounced Reduction of Material Outlays Essential to 
ter Economic Effectiveness" 


text? Steady growth of the national income at an average annual rate 1 percent above 

t of the social product is a main objective of the current five-year plan. That 
correlation most geenerally reflects the particular importance of cutting material out-~ 
lays and further reducing specific consumption of raw materials, materials, fuel and 
energy as sure ways of enhancing the growth of the net output in every unit and of 
ultimately increasing the effectiveness of social labor, 


Reduction of material consumption is an objective necessity because the nation's soci- 
oeconoric development takes up a growing volume of material, manpower and financial 
resources and their rational use is essential to the steady growth rates of the social 
product and national income. Since this strategic aim of Romanian economic policy is 
to be resolutely pursued and in view of the new conditions created on the world mark- 
ot ny ‘ne crisis in raw materials and energy, the priority is fully justified that has 
Deen placed upon intensified efforts to determine the most effective ways, means and 
measures both on the creative level and in actual practice to strictly limit the rrow- 
ing consumption of raw materials and energy resources. This objective recuires both 
the hirhest possible vse values to be obtained from the input of raw materials in the 
ramfacturine process and their best possible utilization, 


Besides its contribution to growth of the national income, reduction of material con- 
surption also has important favorable effects in other fields because it cuts down on 
imcorts of material resources, stimulates promotion of new products and advanced tech- 
ncloyies in production, and intensifies the exploitation of raw materials and mater- 


- = 
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Indices Substantiating Reduced Inputs 


Major reductions in specific consumption of raw materials, materials, fuels and energy 
were made during the last fiveeyear plan. Nevertheless, as it was pointed out at the 
Second Comeress of Workers Councils, the results are far from satisfactory because 

the year 1950 was concluded with overruns of the consumption norms for raw materials, 
raterials, fuels and electric power amounting to 1.6 billion lei, particularly in the 
case of fuels, electric power, ingot steel, semifinished products for rolled goods, 
blast furmace coke, et al. It is noteworthy that the overruns were concentrated in 
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a mumber of basic raw materials and materials in the metallurgical, chemical and wod 
and construction materials industries as well as in fuels and electric power. More- 
over some technolorical installations, especially in the chemical and power industries, 
were not operated at the right parameters and underwent stoppages, with a bad effect 
on consumption of raw materials, fuels and energy, which exceeded the levels in the 
approved desicns in some cases. This was true of the 330 mepawatt power units and 
especially those at the Rovinari and Turceni power plants and the Keliog installati- 
ons for producing anhydrous ammonia, which consumed an average of 500 ke more conven- 
tional fuel per ton of ammonia than the planned specific consumption, as well as the 
Sydetra installations, which averared an above-plan consumption of 250 ke of conven- 
tional fvel per ton of ammonia. 


Tne metallurrical industry did not meet the planned output and exceeded the planned 
consumption of ingot steel and continuously cast semifinished products per ton of rol- 
led roods by 30 kp due to nonfulfillment of the production plan for unkilled and con- 
tirmously cast steel, the unsatisfactory assortment and quality of the heat-insulating 
dusts and plates, and the high proportion of rejects and odd pieces. The metallurgic- 
al industry also lorred major overruns in blast furnace coke, refractory bricks, fra- 
phite electrodes, billets, pipes, conventional fuel and electric power, in other words 
ina muaber of raw materials and materials basic to the sector. 


Throursh insufficient effort to expand modern technologies with small manufacturing 
losses, the machine building industry failed to attain the planned use coefficient of 
0.86 percent for rolled products and accordingly consumed an above-plan quantity of 
more than 200,000 tons of steel rolled products which, instead of appearing in pro- 
ducts, was converted to scrap iron costing large amounts of fuel, electric power and 
other materials to exploit. 


All this indicates that the Roranian econory has preat reserves for better manarement 
of its material and enerry resources. On the basis of the guidelines provided by the 
higher administraticn, the measures, ways and means resulting from the efforts made 

to reduce consumption of raw materials and energy resources, the best results obtained 
in Rorania in the manarenent of material and energy resources, and the levels approved 
in the technical documentation for each production capacity, over 55,000 effectiveness 
indicators for material and enerry consumption were devised for the new five-year plan 
that substantiate the reductions in material consurption that are specified in the 
plan. The consumption norms and standards, the use coefficients, and the standards 
for exploitation and restrictions on consumption of raw and scarce materials that are 
planned for 1985 account for material savings of more than 23 billion lei on the basis 
of the 1980 output. 


In orcer to make the inputs of raw materials and energy conform to the indicators in 
the prorran, the industrial ministries, centrals and enterprises and the institutes of 
lesign ani technolorical enrineering mist carry out and apply the tasks in the plans 
‘or scientific research and introduction of technical progress so as to intensify re- 
juction and exploitation of rmterial and energy resources and fully apply the measures 
loternined by the collectives of specialists who analyzed *he design of the products 
and technolories in the course of the effort to reduce material and enerry consumption. 


f med a "~~ Pe e fing © = e + 
Particular Courses of Action for Sach Sector 


action must be taken with suitable means in each production sector in order to maxe 
pronounced refuctions in the consuyption norms this yvear and throughout the whicle 
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fiveerear plan. For instance the metallurrical industry mst considerably improve 
the technolovies in steel mills, especially by better preparation of the charres, 
strict observance of the technological processes and temperatures, application of 

the technolories in tandem with refining and alloying in a crucible, and expansion 

of vacuum castine and of remelting in a vacuum and unier a bed of slag. Major sav- 
‘nes are to be made by a 6-7 percent increase in the output of rolled products fron 

a ton of inrot stecl, especially by expansion of continuous casting and of discharg- 
ing in a vacuum, rational! ization of the parameters of the ingot moulds, use of mater- 
ials to prevent contraction cavities in indirect casting of the steel, etc. In the 
case of blast furnace coke, a scarce and largely imported material, steps will be tak- 
en *o improve preparation of raw materials, raise the temperature of injected air, 
and irprove the method of preparing cast iron, reducing the specific consumpticn by 
about 3 percent. An important part in more efficient consumption of raw materials in 
the metalluryical industry will be played by improvement of product quality by guaran- 
teeing more technolorical and use properties, providing clean surfaces free of surface 
defects and decardénizations, and diversifying the heat treatments applied in fer- 
rous ~etallurvy to materials that undergo no further thermal processing. 


The planned reductions in the consunption norms in machine building call for regular 
offorts toward structural and technological redesign of the products, among which re- 
prope> tioning and inprovenent of the functional principles as well as proper selec- 
tion of the materials on the basis of peak world achievements are effective measures 
t be considered, It is also necessary to firmly pursue considerable reduction of the 
net weicht of the products ard to enhance their durability and productivity in opera- 
tion in order to make the planned reduction in consumption of the raw materials and 
naterials soseohaal to their manufacture, and the fuels or power required for their 
operation rust also be consi terably reduced. And secondly, modernization of the meth- 
ods used throurh reneralization of the best results and expansion of efficient methods 
‘modern therval, mechanical and chemical treatments, die forging in a semisolid state, 
hot and cold extrusion, zigzag cutting of dynamo sheet iron, etc.) reduces manufactur- 
‘ne losses and consequently raises the use coefficients of the materials used in this 
“etal procetsine sector to an average 0.37, or by 8.6 percent. The rate of renovation 
ind modernization of production is also accelerated because some of the products made 
are heavier than comparable one mam:factured abroad and the use coefficient of the me- 
tal ics lower. Yor instance, the boring and milling machines made at IMUAS t 
Machine Tool and Agerrezates Enterprise/ are 20-25 percent heavier and some fans are 
40 oercent oeavier. The processing allowances at some enterprises (Grivita Rosie, the 
Resita 23 Aucust IG" {each ine Building Enterprise/ et al.) are 2-3 tines creater 
‘t tines than the finshed product, tending to keep labor productivity down and con- 
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“> coe Leal tadustry must also make vreat efforts to reduce its material inputs. In 
‘his sector it is vita’ to expand and epeneralize the modern, hichly productive techno- 
lories arxl ¢ specially those consumine less natural gases in the processes of the inor- 


~anic industry (such as ammonia, methanol etc.), and also to revise the networks and 

nolorties to further reduce the inputs of natural rubber, phosphorites, sulfur et 

al. Sonservation of new raterials throurh intensified collection and exploitation of 

ised re were le materials is an effective way of cutting raterial outlays both in chen 

istry and in the other sectors. Consumption of veretable oils and their replacement 

‘ith »roducts basei on aligpd resins and partly with emulsified paints, as well as or- 
sanization of processes for recovering and recycling used materials (solvents, re- 


avents, Ul:vtants ete.) in central stations, are also basic to the improved norms 
Janne’ for the new five-vear period, 
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In the construction m‘erials industry, the proportion of cement made by the dry pro- 
cess mist be increased, the existing capacities must be made to operate at the plan- 
ned parameters, and new capacities consuming less energy must be developed. It is 
also planned to make rajor savings in enerry by expanding the use of surface-active 
su stances in rrinding the cement, by replacing pneumatic transport of the cement 
with mechanical transport and by using belts and hoists. More intensive use mist be 
“ade of larre quantities of slaz and ashes from thermoelectric power stations an! 
coal dust as additives in rrinding the cement, accorpanied by expansion of fraction- 
ated combustion and complete recovery of the secondary energy resources, including 
modernization of the technolories for baking ceramic products and calcining limestone. 





Of course other sectors of the economy also face mijor tasks for reducing material in- 
puts per unit of output, like the forestry industry, the thermoelectric power i-udus- 
try, li¢h* industry, arriculture and the food industry, transportation etc. The con- 
sumtion norms must be restudied everywhere to adjust them to the current technical 
inventories and technicalescientific prorress. 


Output Quality Basic to Conservation of Material Resources 


The quality and durability of the products critically affect consurption of raw mater- 
ials and materials because a larve quantity of those resources is consumed annually to 
raintain the operation of the equipment, machines and assemblies in the inventories 
and to replace those withdrawn from use, including the consumer durables. Greater re- 
liability and durability of the products is important because the anmal maintenance 
and repairs cost over 63 billion lei, including over 28 billion lei for the spare parts 
alone. ‘onsuption of metal to replace the consumer durables and fixed assets and to 
maintain and repair them amounts to about 30 percent of the domestic consumption and 
over ©59,9O tons this year, including about 350,000 tons to produce and recondition 
the spare parts. 


The heavy consurr*ica of material resources necessary to replace and mintain the 
fixed assets and consumer durables and to keep them in operation calls for far nore 
emphasis upon ways to reduce the volume of raw materials and materials used for those 
activities. Therefore prolonrinr the lifetimes of the parts, assemblies and products, 
to be provided for in the stare of planning and design of the products, is a highly 
effective way of reducine the material consumption. For example, a mere 10 percent 
pain in the durability of lead storare batteries, which is readily accomplished by more 
careful manufacture, would save about 2,000 tons of lead a year, and if the duration of 
exploitation of rubber tires in conformity with the technical characteristics pernit- 
tine their use were lenrthened by 20 percent, it would result in an annual saving of 
7,000 tons of rubber, 


analysis of the durability of the products manufactured shows that it is not always 
correlated with the requirements and does not provide for consumption of materials 
rationalize? accord! ne to the duration of the product's use, Most of the household 
electrical appliances have rerulation lifetimes that are too short, while textile na- 
terials and readyerade clothing outlast chances in fashion and consequently fail to 
meet a functional recuirement. Therefore, while in the field of machines and applian- 
ces the savines in raw mterials and mterials should be increased by lenrtheninrg the 
lifetimes of the products, in the field of textile garments there are still reserves 
for reducim the cuantity of materials incorporated in the products and for intensi- 
fying replacement of new, expensive and scarce raterials. 
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The analyses indicated operational defects in some enterprises due to use of outmoded 
technolories, inadequate equipment with SDY's and ance [ia, Devices and Controls 
and Keasurenent and Control Aapparatus/, and deviations the technical documenta- 
tion. This is because some workers Councils and production manazers do not maintain 
the necessary high standards throughout the whole production flow and taxe no steps 

to strengthen technical aid (especially on the first /sic/ ani third shifts) or con 
trol between stares, nor do they hold the cuilty parties responsible. Lengthening 
the lifetimes of equipment, installations and consumer goods is inseparable from the 
idea of modernization in progress when repairs are made, to avoid obsolescence and to 
maintain the respective ecuipment at competitive parameters and in step with technical- 
econcri.c rrorTress.e 


A second soint closely related to the foregoing is provision, both in planning and es- 
pecially in execution, for a cualitative level that will obviate any accidental stop- 
pares in operation and resulting additional consumption for repairs and spare parts 
not envisarel in designing the product. Such an approach to design of the products, 
from the standpoint of their -reater reliability and whereby the behavior anid durabil- 
ity of the various parts are predetermined, would permit determination of the re- 
quired cuantity and assortment of spare parts according to strictly substantiated 
norms ari thereby considerably reduce the volume of parts consumed, 


There are mor reserves for reducing the necessary volume of spare parts in reuse of 
Worr — through reconditioning them and in reuse of parts recovered from discarded 
equinrent, e. ininatine the practice of turning over components or subassemblies as 
scra’ ‘ron that have been replaced in the course of repairs because the desir-ner him 
self deterrines for this purpose the technology and circumstances under which the var- 
ious parts are reconditioned, 


And finally, much more emphasis must be placed on the operating efficiency of the as- 
serblies, machines and emtipment, with direct effects upon consumption of the fuels 
ari e. ectric power essential to their operation. Intensive and regular reduction of 
the materia’ inputs per unit of output reouires highly important measures such as the 
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a. Specification,in the annual plans for scientific research and introduction of tech- 
nical prorress, of the tasks for structural and technological design and for moderniza- 
tion of the technolories and assimilation of the new materials needed to conform to 

the consumption indicators specified in the program; 


esivn, assimilation and output of new products and technologies with specific 
consumption, use coefficients and derree of exploitation of raw mterials and energy 
‘sources comparable to the best world achievements; 
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Ce fomnitation of the processes and technolories requiring rreater sypeci‘ic consurp- 
tion ani/or characterized by use coefficients ani degrees of exploitation of raw rater- 
Lals an! enere> resources lower than those plarned for the current fiveeyear period; 


4. Exparde! erpplication of value analysis to the planning and design of all the new 
i modernized products entered in the plan for introduction of technical prorress; 

€. ‘Sohasis upon solution of problers in connection with conservation of raw rateri- 
sis and erersy resources Ln the plans for research and introduction of technical proe 
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order to 


ion ot energy balances for cormmnities and industrial districts 
ures can de determined for complete use of all enerzy resources 
conserve fuels and electric power; 


program for design, assimilation, approval and manufac- 


to supply all equipment consuming primary enersy that 
der intensify exploitation of reusable enerry re- 








ROMANIA 


PROFIT PLAYS MAJOR ROLE IN OPERATION OF SELF-ADMINISTRATION 
Bucharest REVISTA ECONOMICA in Romanian No 29 17 Jul 81 pp 9-10 


[Article by Theodor Stolojan of the Ministry of Finance: "Maximum Profits— 
ws Essential Requirement of Self-Administration"] 


[lext] The carrying out of the strategic objective of moving Romania from the 
stage of a developing nation to the stage of a medium-developed country during 
the current five year plan requires the achievement of a new quality in work and 
lite, paying special attention to increasing efficiency and profitability in 

all economic-social activities and the direct application of the provisions of 
the new economic-financial mechanism. Comrade Nicolae Ceausescu pointed out at 
the Second Congress of the Workers Councils: "Worker self-management and self- 
administration requires each unit to obtain maximum profits, carrying out their 
activities on the basis of their own budget of incomes and expenditures." 


The Principal Source of Self-Financing 


why is there special stress being placed on each enterprise obtaining maximum 


otits: 


Under the conditions of the workings of the law on finances and the existence 
of financial categories - prices, production costs, profits, interest and 
so torth - profits represent, on the microeconomic level, the indicator which 
characterizes the final results of the efforts made by each workers 

collective to achieve physical production through the smallest possible material 
costs and amount of labor, at a competitive level of technology and quality, and, 
at the same time, the unit of measure by which this production is recognized by 
society and responds to social needs. Actually, profits are, in a practical sense, 
the amount remaining after deducting from incomes obtained by selling products, 

t t / prices effecting the producers (in production, contracting, estimates 
and so forth), production and distribution costs involved in production and those 
costs that are directly covered by financial returns, as well as, in the case of 
industrial units, allotments from a portion of the value of net production for 
society. Profits are, therefore, a part of the newly created wealth in the economic 
units, whose size determines the real possibilities that these units have to 

carry out their own self-financing of economic and social development, to provide 
material incentives for the workers collectives and to meet certain of their social 
consumption needs, as well as to participate in the formation of society's 
general funds. 








The signiticance of this indicator at the level of the economic units is 

better shown if we stress that only that goods production that was sold and 

paid tor, and whose material and labor costs were kept within the forecast 
levels, leads to obtaining profits. Stockpiled physical production not being 
sold cannot yield a single leu in profits, just as this situation cannot provide 
any savings in certain rates of consumption of raw materials, materials, fuels, 
energy and labor used in exceeding consumption levels in this same unit. 
Precisely in this regard, the economic reasoning for the existence of each 
enterprise is the production of goods for domestic consumption or for export 
and the obtaining of maximum profits. 


At the macroeconomic level, the attention given to profits must also be made 
with regards to the fact that it is the most dynamic element in the structure 
of society's net income - the main source of financing economic-social development 
and social consumption. For example, if we were to refer to the tax on the total 
salary tund and to the contributions made for social security, which are also 
forms of society's net income, the rate of growth of these two is determined 

by the rate of growth of the salary fund, which, normally, reflects in monetary 
terms the size of the involvement of an extensive factor - labor - in the 
achievement of production. The rate of growth of profits, especially during 

the current five year plan, is the result of priority actions in the intensive 
factors of economic development. Thus, while during the 1981-1985 period 
national income will grow at an average annual rate of 7.1 percent, profits will 
rise at an annual average rate of approximately 17 percent. 


At the same time, profits constitute an important factor for the firm orientation 
ot the collective leadership organs and the workers collectives in the direction 
of efficient administration of fixed assets and material, human, hard-currency 
and financial resources, and for the blending of the interests of these 
collectives with the general interests of society. It is effective for us to 
point out the fact that, in recent years, as a result of applying the new 
economic-financial mechanism and of substantially increasing profits, the 
enterprises have generally retained between 30 and 40 percent of the procits 
made to create their own funds, compared to approximately 5 percent that was 
retained by the enterprises prior to the introduction of the new mechanism 

(with the rest of the profits going to the state budget and the enterprises’ 
hierarchically superior organs). In addition to amortization, the distribution 
of an important part of the profits for their own funds has led to a significant 
increase of their contribution to the financing of production, of requirements 
for economic-social development and of other needs of the enterprises. 


it is an incontestable fact that the new economic-financial mechanism has created 
a framework so that profits can carry out their functions in an unrestricted 
manner at the enterprise level. The measures adopted to this end reflect the 
daring, revolutionary thinking of comrade Nicolae Ceausescu, who, prior to the 
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introduction of the new economic-financial mechanism, proved the groundlessness 
of the so-called uneconomical basic theories of “overall efficiency" at the 

level of the entire economy. These theories stated that in socialism it is 

not absolutely necessary at the level of the enterprises for their own incomes 

to cover their costs and to make profits. Such “theories” brought about for 

a long period of time the practice of “planning” losses for certain economic 
units and even certain sub-branches of the economy, with unfavorable consequences 
upon the manner of administering material and financial resources. 


The Functions ci Profits in the Economy 


Secialist ownership of the means of production, a unified and indestructible 
ownership, does not mean a decrease in responsibilities for its administration, 
but, on che contrary, each workers collective, exercising fully its attributes 

in worker self-management and economic-financial self-administration, bears the 
full responsibility for the proper administration of that portion of the national 
wealth entrusted to it for administration. This concept fully corresponds to 

the general interests of society and each workers collective, and keeps in mind 
the requirements of economic laws, especially the law on wealth which operates 
not only at the level of the socialist economy, but also at the level of each 
cell in this economy. Under the conditions of the new economic-financial mechanism 
and by basing the enterprises’ activities on economic criteria, profits were 
given a role of maximum importance in the affairs of these enterprises. 


First, profits became the principal source of self-financing the ecv.omic-social 
development of the enterprises and a key factor in the material incentives for 
the units and workers collectives and each worker. The workers, in their triple 
capacity as owner, producer and consumer, participate in the making of profits 
ind in the distribution of these profits in order to create their own funds for 
the enterprise, including those funds used to provide their material incentives. 


‘econd, between the enterprises and their hierarchically superior organs and 
between tne enterprises and the state budget, clear financial relationships 

were established based on the principal of repaying monetary funds advanced by 
society for the building and development of enterprises and on the objective 
requirement for the greatest possible degree of enterprise participation in the 
creation of society's general funds for financing the economic-social development 
»f the country and other social consumption needs. Thus, we stopped the practice 
ot transterring profits without any economic basis between the enterprises and 
the: nierarchically superior organs, in either direction. We also eliminated 

the practice ot granting funds from the state budget without having the requirement 
for the repayment of these funds to society in the shortest possible time. 


Third, profits were introduced as an important indicator of economic activities 

in agricultural production cooperatives, thus ensuring in this sector of the economy 

the use of profits as an especially key factor in stimulating these units and the 
peratist workers there to obtain the best possible results. 
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Fourth, by updating and improving on the basis of economic principles the 
correlations ot production prices and product delivery prices to socialist 
units, and production prices, contracting prices and acquisition prices in 
agriculture, corresponding to the changes that occur in domestic production 
conditions and in the level of foreign prices, we ensured the correct reflection 
of the real dimensions of incomes and expenditures in the administration of 
the enterprises so that profits would also naturally better express now than 
in the past the final results of the efforts made by the workers collectives 
to achieve a production with a maximum profitability. The basing of prices on 
economic principles represented an essential condition so that profits could 
fulfill its assigned role within the framework of the new economic-financial 
mechanism, working firmly to eliminate those situations where, in practice, 
the use of prices and profits, as well as other financial categories, was 
limited to the requirements of calculating, accounting and recording data. 


Fitth, beginning with the ever greater interdependence between the Romanian 
economy and the economies of other countries and with the requirements of 
economic-tinancial and hard-currency self-administration, measures were adopted 
so that the results of foreign trade and international economic cooperation 
activities would be reflected in the financial results of the enterprises and, 
therefore, in the level of profits. In this way, we eliminated the system of 
automatic discounts and adjustments through the state budget of the unfavorable 
and favorable influences causes by foreign prices, with the producer enterprises 
becoming directly interested in improving the flow of returns by improving the 
technical and qualitative level of the products exported and by generally 
increasing the efficiency of foreign trade and international economic cooperation 
activities. 


Finally, we emphasize that, on the basis of the directives of the secretary 
general of the party, the experience gained in recent years and the proposals 
made by the participants of the Second Congress of the Workers Councils, 
improvements will continue to be made to the economic-financial mechanism, which 
also involves profits. For example, we will work for an even greater involvement 
of profits in financing the growth of financial resources, a proposal fully in 
agreement with the requirements of worker self-management and economic-financial 
self-administration so that the units can rely as little as possible on credit 
for production. 


Means of Increasing Profits 

Each enterprise has a well-established technical-economic potential whose size 
is the result, on one hand, of a certain volume of resources alloted to it - 
fixed assets, material resources, labor having its own attributes of training 
and value - while, on the other hand, of a certain level of efficiency in using 


these resources which is capable of being attained under the given conditions, 
referring to the technologies used,the organization of production and labor and 
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the geographic space for carrying out its activities. To the degree in which 

the existing potential is confirmed by the results obtained and prices are 
established on economic criteria, we can speak of achieving a maximum profit. 
Actually, however, maximum profit is a dynamic notion, keeping in mind the 
inexhaustible existing reserves in any enterprise regarding increasing efficiency. 


In evaluating the size of the profits made by each enterprise, there are several 
precise points for practical activities. We are referring, first of all, to 

the size of the profits contained in the production price, which is the first 
orientational index for the enterprise's activities. Since the prices are stable, 
being upcatec at certain points in time, and are based upon socially necessary 
production costs, at the level of each enterprise the individual conditions in 
which activities are carried out, as well as the need for the planned management 

ot this enterprise require the establishment of the planned size of profits that 
must be made, corresponding to the enterprise's potential. The manner of 
distributing the profits made stimulates the workers collectives to make profits 
greater than those outlined in the plan by mobilizing all the reserves to increase 
economic etticiency. In this regard, it is important for us to note that from profits 
made above the planned level up to 25 percent, established in a differentiated 
manner depending upon the manner in which the profit level was exceeded, is 

slated to go into creating the fund for worker participation in the profits. 
Furthermore, a fixed quota of 20 percent is allocated to this fund from the 

protits made by reducing the deductions slated to go to society stemming from 

a portion of the value of net production involved in products for export, as well 
as a quota of up to 10 percent of the above-plan profits made by the producer unit, 
proportionate to the amount of extra exports. 


At the Second Congress of the Workers Councils, delegates from enterprises such 
is, for example, the Brazi Petro-Chemical Combine, “Romlux"-Tirgoviste, the 
fuzau technological Equipment Enterprise, the Cluj-Napoca Enterprise for Fine 
Ceraaic Products tor Construction, the Bistrita Household Glass Enterprise and 

© fort», pointed out that they have fulfilled and overfulfilled the profits 
plan for the tirst 5 months of this year. The means by which they obtained these 


favorable results are: the achievement of planned physical production within the 
tructure outlined in concluded contracts; the production of new products having 
igher levels of performance and the modernization of existing products and 
technologies; the reduction of the levels of specific consumption of raw materials, 


materials, fuels and erergy and the growth in the degree of use of raw materials; 
ease in the use indices for machine-tools; the reduction of administrative 
ind other categories of costs to the strictly necessary level; the better use of 

che labor force and the increase of labor productivity; and, the reduction of 
supports tor expourted products by obtaining larger foreign prices than those planned. 


in some units, however, the necessary attention has not been given to the problem 
srotitability. An analysis of the means of making profits at the enterprise 
level tor the tirst 5 months of this year shows that there are units that are 


* not achieving planned physical and net productioa, are not staying within the 
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planned level otf production and distribution costs and, as a result, are not 

making the planned profits. There are even some enterprises that are recording 
losses instead of profits, under conditions where they are applying updated 
production prices. Those enterprises that are not making the planned profits 

have the obligation, according to the law, to allocate on a priority basis 

those protits made to the creation of the general funds of society, within the 
limits of plan provisions, by making payments to the state budget and by 

repaying those sums received from society for investment purposes. Under such 
conditions, these enterprises cannot establish their own funds at the levels 
outlined in the plan, and are required to draw upon bank credits for production 

or investment beyond the planned levels, which brings about additional] experditures 
to pay the increased interest. The workers’ profit-sharing cannot be carried out 
since, as was pointed out very clearly at the Second Congress of the Workers 
Councils, “you cannot share in the profits if you do not achieve maximum efficiency - 
in order to have something to share." 


Within the especially favorable conditions created in our country by worker 
participation in the adoption of decisions and the continuing democratization 

ot the planning process, the collective leadership organs in the enterprises 

have at their disposal a series of instruments designed to ensure the planned 
management of activities under conditions of maximum efficiency. We are referring, 
first of all, to the budget of incomes and expenditures which reflects in value 
terms all the enterprise's economic-financial activities, the profits, the other 
elements ot financial results and the manner of their distribution. The drawing up, 
adoption, follow-up and analysis of the budget of incomes and expenditures offer 
the collective leadership organs the opportunity to take all the measures to 
increase economic efticiency and, in tl.is way, obtain the largest possible profit. 
In close relation to the use of this instrument, we can point out the need for 

the collective leadership organs t-: use to a preater degree than at the present 

the other instruments designed to stimulate the workers collectives to obtain 
maximum profits: the dynamic system of norms and standards regarding consumption 
rates in the enterprises - for materials, labor and financial expenses; the workers 
salary and bonus system; the technical-economic measures programs for substantiating 
cost reductions per 1,000 lei ot goods-production, especially for material costs, 
increasing labor productivity and so forth; and, the modern methods to follow-up 
and calculate production costs. The general spread of these instruments to all 
economic units must be accelerated since the possibilities offered by a better 
understanding of the limits of expenses at the level of each section, workshop and 
job ensure the conditions necessary for firmly applying the new economic-financial 
mechanism at these levels, directing the activities of each worker towards the most 
fertile means of expression of worker self-management and self-administration - 

the strengthening of responsibility for the proper administration of material, 
hard-currtency and financial resources belonging to society. At the same time, 

these instruments can accomplish their designed tasks only if all the ministries, 
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leadership organs in the enterprises and the workers will 
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k to ensure the proper operation of the new economic mechanism, to 

ove the planning and management of all sectors of activity and to effectively 
all the problems raised by carrying out the provisions of the sole 

plan, the state budget and the budgets of incomes and expenditures. 
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DATA ON JOINT COMPANIES FOR SALE OF CHEMICAL PRODUCTS 
Bucharest VEAC NOU in Romanian Jun 81 p 3 
[Article by Adina Dan: "Joint Commercialization Companies") 


[Excerpts] Comrade Ioan Steriu, you are the director general of the "Danubiana”™ 
foreign trade enterprise, which sells on the foreign market the products of 15 
units dealing in chemicals. Last year the enterprise had trade contacts with 
firms in about 70 countries on all continents. What large groups of products are 
included in the export activity of the enterprise and in what forms do you sell 
these products? 


[Steriu] “Danubiana" is the enterprise which exports and imports chemical fertil- 
izers (urea, ammonium nitrate, ammonium sulfate, complex fertilizers), synthetic 
rubber, technical articles made of rubber and tires. We carry on trade operations 
both directly and through two joint companies: "“Victoria-Reifen und Chemiehandel” 
in the FRG and “Carochem™" in Spain. 


"Victoria-Reifen und Chemiehandel,” established in September 1971, was initially 
involved only in the sale of tires. Later, it enlarged its sphere of activity, 
taking over all the products in our export nomenclature. As a result, the volume 
of goods which we have exported through this company increased six and one-half 
times in 1980 compared to 1975. In 1980 alone, the company sold 295,000 tires 
manufactured in Romania on the foreign market. In the FRG, it has exclusive rights 
in the sale of Romanian tires. 


"Carochem," the Romanian-Spanish joint company, has its headquarters in Barcelona. 
The Romanian side is represented by two foreign trade enterprises--"Danubiana”™ and 
"Chimimportexport" and the Spanish side is represented by the firms "Corporacion 
Industrial Catalana” and “Picsa."” "“Carochem" sells Romanian chemical and petro- 
chemical products in Spain and in other countries and sells Spanish chemical 
products in Romania. It was established 2 years ago. Since then, the trade in 
chemical products between the two countries has been on the rise. For example, 

in 1980, the export of chemical products from the nomenclature of our enterprise 
registered a substantial increase on the Spanish market compared to the year 
prior to the establishment of this joint company. Also the range of products 
sold has become very much diversified. 


In addition, our enterprise is concerned with developing and diversifying its 
commercialization network abroad by the establishment of new joint companies, 
trade bureaus, service stations, depositories, etc. The Romanian-American joint 
company "AMROCHEM Inc" has been established, with the ACLI International Group 
as a partner. 


CSO: 2700/3364 
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YUGOSLAVIA 


IMPACT OF DEMOGRAPHICS ON UNDERDEVELOPMENT PINPOINTED 


Belgrade NEDELJNE INFORMATIVNE NOVINE in Serbo-Croatian No 1589, 14 Jun 81 
pp 14-17 


[Article t. ‘r Miladin Korac, comprising a portion of the manuscript of a yet 
unpublished oook entitled “Socialisticki samoupravni nacin proizvodnje III" [The 
Mode of Production of Socialist Self-Management III]: “How Are Differences in 
Level of Development To Be Reduced?"] 


{Text} Difterences between the republics and provinces in level of economic de- 
velopment have long been a subject of the attention of the Yugoslav public and 
especially the League of Communists of Yugoslavia, and practically all its docu- 
ments speak about the need to stimulate faster development of the underdeveloped 
republics and the Province of Kosovo. Up until the 1965 economic reform this 
was done by channeling federal investments, i.e., by direct investment in spe- 
cific economic projects in the underdeveloped regions. Afterward a separate 
Federal Fund for Credit Financing the Economic Development of the Underdeveloped 
Republics and Provinces, whose principal raison d'etre was the accelerated de- 
velopment of those regions, was set up. Aside from the resources of the fund, 
the underteveloped republics--Bosnia-Hercegovina, Montenegro, Macedonia and the 
Province of Kosovo--have also been obtaining considerable supplemental funds 
from the tederal budget to cover their budget and other expenditures. Over the 
past three 5-year planning periods huge am-unts of money have been channeled in 
these two ways, through the fund and the federal budget into speeding up the de- 
velopment of the underdeveloped republics and the Province of Kosovo: in all, 
about 3 percent of the social product of the socialist sector of the economy. 


By virtue of that fact and thanks also to the economic development of the other 
reoublics and the Province of Vojvodina, there has been a steady growth of the 
total voiume of production in the country as a whole, and in the period 1953 to 
1979 twe soctal product of the entire economy (the socialized and private sec- 
tors together) has grown more than fivefold, i.e., from 69 to 272 billion dinars 
(in 1972 prices). But the growth rate of the social product (national income 
plus depreciation) has not been the same in all republics and provinces. That 
is, the social product of the advanced regions has been growing at a faster 

rate (index number 552) than that of the underdeveloped republics (index number 


491). 
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Population Growth and the Social Product 


Over that same period of time (1953-1979) the total population of Yugoslavia 
grew trom 17 to 20 million, or 30 percent. But that increase varied from one 
republic or province to ancther. The population increased 20 percent in the ad- 
vanced republics and Vojvodina, but 52 percent in the underdeveloped republics 
and Kosovo (93 percent in Kosovo). 


Ine tollowing divergent trends of Yugoslavia’s social product and population 
have been evident, then, in this past period: a faster growth of the social 
product and slower growth of the population in the more advanced regions and 
slower growth of the social product but faster population growth in the more un- 
derdeveloped regions. These trends have also brought about certain changes i. 
the distribution of the social product and population, i.e., changes in the 
share of the advanced and underdeveloped regions in Yugoslavia's gross social prod- 
uct and total population, as is evident from Table l. 


Table 1. Share of the Republics and Provinces in Yugoslavia's Gross Social 
Product (SP) and Total Population (P), in percentages 














1953 1970 1979 
Republics and Provinces spe Pr SP P SP P 
Yugoslavia 100.0 100.0 100.0 100.0 100.0 100.0 
More advanced regions (average) 76.3 68.3 78.0 65.3 78.3 63.0 
Croatia 26.7 23.2 26.7 21.7 26.1 20.7 
Serbia proper 25.4 26.3 24.7 25.6 24.9 25.0 
Slovenia 14.3 8.8 16.3 8.4 16.9 8.2 
Vojvodina 9.9 10.0 10.3 9.6 10.4 9.1 
Less developed (average) 23.7 31.7 22.0 4.7 21.7 37.0 
Bosn .a-Hercezovina 14.4 16.8 12.3 18.1 12.2 18.8 
Macedoni: 5.2 7.7 5.6 8.0 5.7 8.4 
Kosovo 2.2 4,7 2.1 6.0 2.0 7.1 
Montenegro 1.9 2.5 2.0 2.6 1.8 2.7 
It is evident from the table that the share of the advanced regions in the gross 
social product has been increasing steadily in this period (76.3 percent, 78.0 
percent and 78.3 percent), while their share in the total population has been 
steadily dropping (68.3 percent, 65.3 percent and 63.0 percent) because of the 
faster growth of their social product and slower growth of their population. In 
the less developed regions the opposite process has been taking place. Their 
share in the eross social product has been dropping (23.7 percent, 22.0 percent 
and 21.7 percent), while their share in the total population has been steadily 
increasing (31.7? percent, 34.7 percent and 37.0 percent) because of the slower 
growth of the social product and faster growth of the population of those re- 
e£ions. 


This kind of dynamic pattern of the social product and population in the repubd; 
lics and provinces and also their share in Yugoslavia’s gross social product and 
total population have also been determining the level of the per capita social 
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procuct of Yugoslavia as a whole and of each republic and province separately. 
It is well known that the per capita social product is often used in interna- 
tional comparisons as an indicator of the level of economic development of vari- 
ous countries. Within the Yugoslav context the per capita social product of the 
various republics and provinces is often used for a similar purpose, and on the 
basis of its comparison to the average per capita social product of Yugoslavia 
as a whole a judgment is made on differences in the level of cheir economic de- 
velopment. 


On the basis of data contained in Table 1 we can easily conclude which republics 
and provinces must have a higher per capita social product than the Yugoslav av- 
erage and which a lower one. That is, those republics and provinces whose share 
in Yugoslavia'’s gross social product is higher than their share in the total Yu- 
goslav population must also have a per capita social product higher than the Yu- 
goslav average. it is evident from the table that only in Croatia and Slovenia 
has this been the situation over the entire period under review, and they were 
later joined by Vojvodina. By contrast with them the share of all other repub- 
lics and the Province of Kosovo in Yugoslavia‘s gross social product has always 
been less than their share in the total Yugoslav population over the entire pe- 
riod under consideration. That is why in all of them the per capita social 
product must always have been lower than the Yugoslav average. 


If all the republics and provinces were categorized as more and less developed 
solely on the basis of whether the per capite social product is above or below 
the Yugoslav average, then in 1979 only Slovenia, Croatia and Vojvodina could be 
considered advanced with respect to this criterion, and all the others (includ- 
ing Serbia proper) would be put among the less developed republics and prov- 
inces. All of this is evident from the figure, in which all the republics and 
provinces are classified according to the value of their per capita social prod- 


uct im 1979. Except that in this figure, as also in the previous tables [not 
included in this translation], Serbia proper is classified among the advanced, 
though it had a per capita social product below the Yugoslav average. 


Sizable Differences in the Social Product 


it evident from the table that in this period (1953 to 1979) Yugoslavia's per 
pita social product increased more than fourfold (index number 414), i.e., 
from 4,061 to 16,818 dinars, that is, from $580 to $2,400 U.S. It is also evi- 
dent that the per capita social product has grown steadily in all the republics 
an rovineces, but it is evident as well that this growth has been faster in 
the advanced than in the underdeveloped republics and provinces, i.e., that in 
: incr: | more than 4.5-fold (index number 460), while in the oth- 
rs it w more than threefold (index number 324). As a consequence ratios 
comparing the advanced to the underdeveloped republics and provinces on the ba- 
sis of the per capita social product also increased: from 1.5:1 in 1953 (1.9:1 
in 1970) to 2.1:1 in 1979. 
It is obvious from what we have sald above that this increase in the ratio based 
on the per capita social product occurred only partly because of faster growth 


of the social product in the more advanced republics and the Province of Vojvo- 
dina (and the J-percent increase in their share in Yugoslavia's gross social 
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fhoueh in the period under review they have been rising steadily, we can say 
that the average gaps between the advanced and underdeveloped republics and 
srovinces based on per capita social product have not been markedly large (2.1:1 
in 1379). Ie is indisputable, however, that the extreme differences between 
Slovenia, as the most advanced, and Kosovo, as the most underdeveloped, have 
been increasing very rapidly and today they are extremely large. They have in- 
-reased from 3.5:1 in 1953 (5.7:1 im 1970) to all of 7.3:1 in 1979, which means 


that Slovenia's per capita social product is sixfold greater than that of Ko- 


sovo. The orincipal reason for these differences lies not so much in the lag- 
‘ine growt f the social product in Kosovo (index number 487) as compared to 
Slovenia ndex number 639, or a ratio of 1.3:1) as in the markedly faster 
growth of pepulation (index number 193) as compared to Slovenia's population 


growth (index number 123, so that here the ratio is 1:%.6). 


If we start from the premise that these differences ir population growth between 
the advanced and underdeveloped republics and provinces are inevitable and could 
atially diminished, then it is certain that the original gap that ex- 
isted between them in 1953 based on per capita social product (1.5:1) could have 
been reduced only provided the social product of the underdeveloped republics 
and the Province of Kosovo in 1979 increased considerably higher than the level 
which it id that year.* 
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Betweer Slovenia and Kosovo 
Thee only if their social product had increased 7.5-fold instead of fivefold 
(index number 750 instead of 491) could the gap based on per capita social in- 


come begin to be diminished between the more advanced and underdeveloped repub- 


ics and svinces. In this case the per capita secial product of the underde- 
veloped republics and Province of Kosovo would have risen to 14,968 dinars (in- 
stead of 9,809), and the original gap would have diminished from 1.5:1 in 1953 
’ "S79, ‘ the social product of every underdeveloped republic had 
‘¢ lareer im 1979 (index number 750), then the gaps based on per 
anita social product between each of them individually and the per capita .o- 
ial } iu »f the advanced republics and Province of Vojvodina woul¢ have di- 
.5-fold growth of the ial product does not make it possible 
‘ : ince ‘ Kosovo to diminish the gap based on per capita income, but 
resul in a further erowth of that gap relative to the more advanced republics 
4:1 co 2.8:1). Only if Kosovo's social product in 1979 had increased 
inefold instead of about fivefold (index number 920 instead of 487) 
mi octal product have risen to 8,947 dinars, and the gap 
. pita soctal product between Kosovo and the advanced republics 
nd Vo} ‘oa would have dropped from 2,.4:1 in 1953 to 2.3:1 in 1979. But even 
» a laree increase of Kosovo's social product as that, which amounts to more 
than oi ‘ld (index eumber 920), would not have reduced the gap based on per 
't is orebable that this could have been attained by an exceptionally large 
retat ‘on of the erowth of social product in the more advanced republics and 


lina. But in this case we can ignore that possibility. 














capita social product between Slovenia and Kosovo, since even in this case it 
would have continued to widen (from 3,5:1 to 3.9:1). It would be possible to 
reduce these ratios only if Kosovo's social product in 1979 had increased 10.5- 
fold (index number 1050). Then Kosovo's per capita social product would have 
risen to 10,212 dinars, and the ratio based on per capita income between Slove- 
nia and Kosovo would have dropped from 3.5:1 in 1953 to 3.4:1 in 1979. 


If the large differences in population growth between the advanced and underde- 
veloped republics and provinces are accepted as a necessity, then reduction of 
existing gaps based on per capita social product would be possible only on the 
basis of an exceptionally high increase of the social product of all the under- 
developed republics and the Province of Kosovo as compared to that which was 
achieved in 1979. That is, a growth of their social product which would be dou- 
ble what it act u.lly was (index number 491) and which would have considerably 
surpassed the growth of the social product of the advanced republics and Prov- 
ince of Vojvodina (index number 552). But, as we have seen, such a large growth 
of the social product in the underdeveloped republics and Province of Kosovo, 

en though quite large resources have been set aside to stimulate their devel- 
opment in the period under consideration, has not been achieved, and therefore 
the gap between the advanced and underdeveloped regions based on the per capita 
social product has not diminished, but has widened still more. 


Opinions in Yugoslavia differ on the main causes of the widening of these gaps. 
Aside from the differences already shown in the socioeconomic composition of the 
able-bodied population, which in turn bring about certain differences in the 
growth of the social product between the advanced and underdeveloped republics 
and provinces, certain other causes are also mentioned. Some authors pcint to 
the fact that the resources of the Federal Fund for Credit Financing the Devel- 
opment ot the Underdeveloped Regions have not been most appropriately used in 
the period under consideration, so that they have not resulted in the kind of 
rise of labor productivity which would have also afforded a faster growth of the 
social product in those underdeveloped regions. Others point to the fact that 
in the underdeveloped regions (especially Kosovo and Bosnia- ercegovina}) there 
is a dominance in the structure of the socialized sector of the economy on the 
part of raw materials and other basic industries (coal, electric power, metal 
mines, ferrous metallurgy, and so on) which over the period under consideration 
have had less favorable conditions for earning income, and this has had an inm- 
pact on the lagging growth of the social product in those regions as compared to 
its growth in the more advanced regions. 


It is beyond dispute that there is some truth in all this and that removal of 
those obstacles would help the social product of the underdeveloped regions to 
grow more than it did grow in the period under consideration (index number 491). 
But even if those obstacles had not existed, i.e., even if the resources of the 
fund had tcen used in the most appropriate way and the conditions for earning 
income had been equal to the average in the basic industries, all of this over 
the period under review would not have made it possible for the social product 
in the underdeveloped regions to increase 7.5-fold or 9-fold or 10.5-fold, in- 
stead of 5-fold. That means that even if those obstacles were removed, the 
growth of the social product in the underdeveloped region which would occur 
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thereby would not make it possible over the period under review to reduce the 
gap based on per capita social product between the advanced and underdeveloped 
regions, which have been governed by differences in their population growth. 
Nor can this be achieved in the current planning period (1981-1985). Why? 


Population Growth--Thc Essential Factor in the Widening of the Gap 


We have established that differences in the per capita social product within Yu- 
goslavia depend to a :onsiderably greater degree on differences in population 
growth than on differences in the growth of the social product between the more 
advanced and less developed republics and provinces. Since in the current plan- 
ning period no sort of specific measures nor any deliberate policy have been 
foreseen whose purpose would be to promote a reduction of differences in the 
growth of the tetal population and able-bodied »opulation of the more advanced 
and less developed regions, we should naturally expect these differences to con- 
tinue to grow. In spite of the faster growth of the social product that is pos- 
sible in the underdeveloped regions, differences in the per capita social prod- 
uct between the more advanced and less developed republics and provinces will as 
a consequence continue to increase in this period as well. 


Thus the question arises: Can any solution be found in the future with respect 
to diminishing differences in the per capita social product among the Yugoslav 
republics and provinces? There are two possible solutions if we confine our- 
selves to the specific Yugoslav context. One which would be easier to achieve, 
but would require a longer period of time, and the other, which seems more dif- 
ficult, but can be achieved in a shorter period of time. Something more thus 
needs to be said about both of these possible solutions. 


First Solution. If in the current and forthcoming planning periods the re- 
sources of the federal fund for credit financing their development and the sup- 
plemental funds of the federal budget are used more appropriately than they have 
been in the past, and if conditions are improved for earning income within their 
economy, then we can expect the following: Thanks to more rapid change of the 
socioeconomic composition of their population and a more rapid rise of the aver- 
age level of their labor productivity, the underdeveloped regions would also 
achieve a faster growth of the social product than would the more advanced re- 
publics. Though this faster growth of the social product in the underdeveloped 
regions will not bring about a reduction of differences in per capita social 
product between the advanced aad underdeveloped regions (because of the faster 
growtii of their population), in future, at a certain level of development of 
those underdeveloped regions, it will begin to have an impact toward gradual re- 
duction of the natural growth of their population. In the same manner as has 
taken place earlier in the regions which are now more advanced. Only when dif- 
{erences in population growth between the underdeveloped and more advanced re- 
gions begin to diminish in this spontaneous way can we expect the further widen- 
ing of the gap to be halted on the basis of the faster growth of the social 
product in the underdeveloped regions and the process to commence of a gradual 
reduction of differences in the per capita social product between the more ad- 
vanced and less developed regions. It is certain that developments of this kind 
require a long period of time in which the nationalities and ethnic minorities 
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of all the Yugoslav republics and provinces, especially those in the underdevel- 
oped regions, will have to reconcile themselves to the fact that the differences 
tnat exist between them in the per capita social product cannot be diminished, 
but must increase even further until a spontaneous process of reduction oi dif- 
ferences in their population growth begins. 


Second Solution. Like the first solution, this one also presupposes a faster 
growth of the social product in the underdeveloped regions than in the mor2 ad- 
vanced regions. There is no need, then, to repeat what we have already sa:d 
about that. But by contrast with the first solution, this solution, instead of 
a spontaneous and long-range process of reduction of differences in population 
growth between the more advanced and underdeveloped regions, presupposes delib- 
erate action, that is, a vigorous policy in this area. We shall therefore con- 
fine ourselves to that topic at this point. 


Opinion in Yugoslavia has not yet given full credence to the realization that a 
real process of reduction of differences in the per capita social product be- 
tween the more advanced and underdeveloped republics and provinces cannot in 
practice commence within the foreseeable future without an active policy govern- 
ing population growth in all the republics and provinces that would be aimed at 
reducing the differences that exist among them in population growth. The ab- 
sence of such an awareness as a dominant conviction and, therefore, also of dis- 
cussions of the need for such a policy, might at first be explained by the mul- 
tinational character of Yugoslavia as a governmental community in which all its 
nationalities have their own national states--the republics, and the most siz- 
able ethnic minorities autonomous provinces. By the fact, that is, that the 
growth of population in all the republics and provinces touches upon the na- 
tional interests of those nationalities and ethnic minorities and on their mul- 
tinational relations, which in Yugoslavia are a very sensitive political issue 
for reasons including those of history. But while these facts are true, this 
explanation provides no real justification for the absence of the necessary dis- 
cussions of the need for an active policy governing population growth in all the 
republics and provinces. 


Reducing Differences in Population Growth 


It is beyond dispute that all the Yugoslav nationalities and ethnic minorities 
have consciously committed themselves to living in union in the same federal 
governmental community and that they all have a single economic and political 
system based on self-management. If on the basis of that commitment to commu- 
nity they all have an equal interest in reducing differences in level of devel- 
opment of their republics and provinces and are already setting aside substan- 
tial material resources to stimulate the development of the underdeveloped re- 
gions, then it is natural to expect that they must all be interested in a joint 
policy governing population growth in all the republics and provinces, in the 
absence of which, as we have already asserted, it is not possible within the 
foreseeable future to reduce the differences that exist in the per capita social 
product between the more advanced and underdeveloped republics and provinces. 
The basic goal of that joint policy would have to be to reduce differences in 
population growth between the more advanced and underdeveloped republics and 
provinces. 
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The joint policy governing population growth would in addition have to orient 
itself toward stimulating acceleration of the natural growth of population and 
those more advanced regions in which it is slowing down markedly (for example, 
in Croatia and Vojvodina), as well as to stimulate a slowing down of the natu- 
ral population growth in almost all the underdeveloped regions (Kosovo espe- 
cially) where population growth is steadily accelerating. It is well known that 
in recent times various methods of stimulating (Hungary) or discouraging (China 
and India) natural population growth have beeu used in particular countries in 
the world. Some of them have had success (Hungary and China), while others have 
not (India). 


It is well known that because of the different pro -uction relations it is not 
possible to apply even these well-known effective methods in the Yugoslav con- 
text, but rather they must be adapted to those relations or altogether new meth- 
ods must be sought for stimulating and discouraging natural population growth. 
After all, as we have already observed on one occasion, in a socialist self- 
managing society, it is r-* just the development of the productive forces, but 
also the natural growth of the population which "must be under the direct con- 
scious control of all the associated workers, i.e., of the working class as a 
whole" (Chapter Five, Section 3.1) [of the book from which this article is an 
excerpt--translator's note]. But because of the ethnic composition of the popu- 
lation of the republics and provinces of Yugoslavia, it needs to be clearly 
Stated that a joint policy in this area is possible only provided those nation- 
alities and ethnic minorities whose natural population growth one wishes to en- 
courage or discourage in a particular period of time are the principal makers of 
that policy and of all the specific methods and procedures for implementing it. 
It would moreover have to be beyond dispute that their lasting survival in a 
multinational governmental community makes it a necessity that their natural 
population growth, like all other issues in their joint life, must be a subject 
on which they enter into agreements and compacts with the other nationalities 
and ethnic minorities with which they live on a permanent basis in this govern- 
mental community. 


Only when broader consensus and the need for such a policy and on the methods 
for implementing it comes about in public discussions of this and similar prob- 
lems of the joint policy governing population growth in all the republics and 
provinces will we be able to expect the differences that exist in the per capita 
social product between the advanced and underdeveloped republics and provinces 
to begin to gradually diminish instead of increasing still further. 


Everything that has been said here points to the conclusion that an active pol- 
icy of diminishing differences in population growth among all the republics and 
provinces is not only possible in the Yugoslav context, but indeed necessary, an 
indispensable cordition for commencing the process of reduction of differences 
in the per capita social product between the more advanced and underdeveloped 
regions in the foreseeable future. We are therefore convinced that this second 
solution is better than the first one, not only because it considerably reduces 
the period of time before that process commences, but also because it reinforces 
to a greater degree the commitment to community of all the nationalities and 
ethnic minorities of Yugoslavia. It is precisely for that reason that the 
League of Communists of Yugoslavia must provide the initiative to get public 
discussions going on these problems, since it is certain that without its in- 
volvement the right strategies cannot be found for reducing the differences that 
exist among the Yugoslav republics and provinces in their level of development. 
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VOJVODINA DEVELOPS BIOMASS ENERGY SOURCE 


Belgrade PRIVREDNI PREGLED in Serbo-Croatian 26 Jun 81 p 4 
[Article by Branislav Klaric] 


{Text} The Vojvodina Committee for Energy Development will divert about another 
60 million dinars by year's end for building experimental structures that, 
instead of crude oil and gas as fuels, will use biomass wastes. The developer 
for this program will be the Bratstvo factory in Subotica. 


The shortage of electrical energy and the ever increasing prices of crude oil and 
gas on world markets for energy resources have forced Vojvodina to consider 
possibilities for utilizing new sources of energy that are available in abundance. 
On that occasion the decision was reached that the greatest reserves were to be 
found in the form of geothermal energy (as hot underground water) and as cnergy 
from waste biomass, contsisting chiefly of corn stalks, followed by straw, sugar 
beet leaves, small tree branches resulting from orchard and vineyard pruning, and 
similar materials. Since reserves of geothermal energy have so far been explored 
insufficiently, and furthermore a rational manner of their exploitation is 
lacking, it was concluded that at the moment, the most rational approach was to 
use so-called biomass as fuel instead of the already established consumption of 
crude oil and natural gas. 


Great Reserves of Energy on the Fields 


Due tc shortages of coal and electrical energy, Vojvodina is probably one of the 
greatest users of heavy mazut oil in Yugoslavia, because nearly all heating and 
energy plants, drying installations, farms, factories and other installations use 
mazut as fuel. Nothing need be said of the unprofitability of using this energy, 
and it can be replaced by biomass that is renewable. This fact is given particular 
emphasis by the experts. 


Every yea: in Vojvodina several hundred thousand hectares are planted to corn and 
wheat, which leave as unusable parts the corn stalks and straw; in recent years 
these have been burned. Since straw is very rich in cellulose and therefore, 
could readily be used to make paper, less prospects are perceived for its use 

in heating. That leaves the corn stalks, which accordiag to last year's daia 
amounted to about 4.5 million tons in Vojvodina, comprising more than 50 percent 
of the total biomass in the province. (Total reserves amount to 8.5 million tons 
annually.) 
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On the basis of many investigalLions, the Vojvodina Energy Committee approved a 
resolution supporting the production of special stoves that, instead of oil or gas, 
will be fired by corn stalks or straw. Research and development of such experi- 
mental devices has been entrusted to the Bratstvo factory of Subotica, which has 
already produced 2 prototypes. The Vojvodina Energy Committee has already 
designated 7 million dinars for their production, and by year's end at least 
another 70 million dinars will be directed for these purposes. The source of 
these funds is in the increased prices for liquid fuels (benzene), so that in 
coming years it is anticipated that available funds will be even greater. 


By Mid-1982, 14 New Heaters 


Derd Sefcic, MS, director of development at Bratstvo says: "Since European 
experience with this type of heater is not more than 6 years old, we are relying 

on the.r knowledge to an insignificant degree, only until we determine what has 
already been learned."' Sefcic continued that much greater attention was being 
devoted to their own research to perfect and discover new, more useful and more 
modern solutions to these problems. Besides a special team of factory specialists 
thac has been working on this project for a year already, the factory is relying on 
scientific institutions, among which the most important is the Institute for 
Electrical, Heat and Processing Technology of the Novi Sad Department of Technical 
Sciences, followed by the Department's Institute for Mechanization and the 
Institute tor Construction in Subotica. For corcrete production of the heaters, 
the chief support comes from facilities of Vojvodina's machine building enterprises. 


So far 2 prototypes of these devices have been completed, of which one is of 
smaller capacity and will be sold to individual agricultural workers. The other, 
markedly larger version is scheduled to be put into service any day at a livestock 
feed plat in the Agros complex of Subotica. The latter is, in fact, the first 
automatic device for burning wheat straw in a so-called "cyclonic" oven that is 
directly attached to a reverse-flow dehydrator drum for drying fodder. The thermal 
capacity of this device is 12.6 gigajoules (or in old measuring units -3 million 
kiloealor.ies vor hour). The device will use 4,000 tons of straw per year, for 

a direct savings of 1,100 tons of oil, or $352,000 at current oil prices. The 
eftective use of domestic labor is evidences by the fact that in this device, which 
cost abouc 15 million dinars, imported components amounted to only about 15 percent. 
The Vojvodina Energy Committee earmarked 7 million dinars for developing this 


prototype. 


Sefcic said further: "Besides these devices, by the middle of next year we should 
deveiop another 13 burners, which will fill out the entire product mix of the future 
production program. The value of these installations will total about 250 million 
dinars, and they will be sold to users in various parts of Vojvodina. When we 

begin cegular production, which requires the formation of special basic organizations 
of associated labor within the framework of the Bratstvo factory and major in- 
vestments, these devices will be available to other purchasers throughout ©....° 
Yugoslavia.” 


The production program tor Biomass burners began with several criteria. In the 
first place, there was the matter of the type of fuel, meaning was the biomass dry 
(less than 20 percent moisture) or moist (above 20 percent moisture). A second 
criterion was the size of the facility, which affected the size or the heating 
capacity of the burner. If a smaller installation, which could not be said to 
be industrial, was in mind (burners basically for the individual agricultural 
sector), then it was a matter of making devices with capacities of 0.2 to 4 
gigejoules (50,000 to a million kilocalories per hour). The capacity 
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of industrial burners ranged from 4 to 80 gigajoules (or 20 million kilocalories 
per hour). The last condition was the nature of the energy consumer, meaning 
that there aredifferences between developing burners for dehydrating large plant 
products, contrasted to drying granular products in livestock fodder mixes, or 
the needs for heating apartments, offices, greenhouses, farms and other spaces, 
and finally, the needs for technological heat producti on. 


Multiple Uses 


Accord'’ng to Derd Sefcic, on the basis of the markets for raw material and the 
consumers, as determined by research, there are multiple uses for this kind of 
fuel. With mass application, which is expected by the middle of 1983, there should 
be annual savings of about 100,000 tons of oil. This goal can be attained by using 
450,000 tons of corn stalks annually, or only 10 percent of the total available 
biomass of this type in Vojvodina. With even more massive utilization of these 
devices, it is expected that by the last years of this century it will be possible 
to save about 300,000 tons of oil in Vojvodina alone. 


Besides savings of oil, and thus dollars, a significant effect will come from 
agricuitural sales of corn stalks, which today sell for about 1.50 dinars per 
kilogram. These sales would increase agricultural income by about 20 percent. 

On the other hand, the purchaser of corn stalks or the consumer with the new 
device would, for example, pay 7.5 million dinars for 5,000 tons of corn sta/ks, 
in order to assure the same amount of heat that he would have obtained from 1,200 
tons of vil that would have cost 14.4 million dinars. Obvicusly, that indicates 
a savings of about 7 million dinars in only one year. Im practical terms, the 
new burner can repay the initial investment within 4 years at the most. 


Because of all these advantages, the Vojvodina Energy Committee has taken the 
position that, for the first few years, the producer of these burners should be 
exempted from social contributions to the province and the opstina, and this 
position shoula be approved off‘cially. 
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